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@ Looking ahead 


The new year will bring some 
things that are new, of course, and 
so we will inaugurate with our Jan- 
uaty issue a new series of articles, 
written by Financial Editors of lead- 
ing newspapers in various United 
States cities. The first is slated to 
come from Boston and is secured 
through the cooperation of the 
N.A.C.M.’s National Director in 
Boston, Charles A. Colton, from the 
Financial Editor of the Boston Eve- 
ning Transcript, with which Mr. 
Colton is also affiliated. 


Other articles scheduled for the 
first issue of 1935 are: “The credit 
side of factoring’; another in the 
series of H. P. Preston on ‘‘Success- 
ful credit systems,” which will cover 
the grocery trade; a discussion of 
the credit situation in the U.S.A. by 
Roy Colliton, Director of the Credit 
Interchange System, and abroad by 
K. H. Campbell, Service Manager 
of the Foreign Credit Interchange 
Bureau; and an analysis of ““Amer- 
ica’s capacity to produce and con- 
sume. 
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Credit Executives! 


Reg. U.S. Pat. Off. Reg. U.S. Pat. Off. 


As a result of the mutual cooperation of credit executives who are 
members of the National Association of Credit Men, there is now available 
for most of the Pacific and Mountain States area a new auxiliary credit 
service. 


This new service is in response to a demand of credit executives who 
desire an auxiliary service for supplemental use with their basic credit 
service, the Credit Interchange reports. 


The new service is offered by the American Credit Exchange, Inc., a 
member-owned and controlled organization. 


American Credit Exchange services are offered in the Denver, Salt Lake, 
Seattle, Tacoma, Oakland, Los Angeles, San Diego and Phoenix territories, 
with a central coordinating office at San Francisco. The reports are devel- 
oped by the members and personnel of local Associations in these districts, 
namely: 

The Rocky Mountain Association of Credit Men. 
The Intermountain Association of Credit Men. 
Seattle Association of Credit Men. 

Tacoma Association of Credit Men. 

Oakland Association of Credit Men. 

Los Angeles Credit Men’s Association. 

San Diego Wholesale Credit Men’s Association and 
Arizona Association of Credit Men. 


The reports are known as ACE reports and contain the following infor- 
mation when available on the subject of inquiry: 


1. Name. 2. Personnel—Officers and Directors. Owners or Proprietors. 3. History 
and description of business. 4. Nature of products and business—distribution, etc: 5. His- 
tory of the Management and Ownership. 6. Fire Losses. 7. Public Records—Delinquent 
Taxes, etc. 8. Subsidiaries or Affiliated Companies. 9. Financial and/or Operating State- 
ments, Capital Structure, etc. 10. Insurance Information. 11. Banking and Summary. 


These reports are available to members of the National Association of 
Credit men. For details of cost and coverage write American Credit Ex- 
change, Inc., Room 708, 333 Montgomery Street, San Francisco, California. 


When writing to advertisers please mention Credit & Financial Management 
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---are POSTAL TELEGRAMS 


@ The message that ‘s important to you 
becomes important to the man at the 
other end when it is a Postal Telegram 
...just because it IS a Postal Telegram. 
It reaches him with no fuss or bother 
or delay. It focuses his whole attention 
on what you have to say. It impels him 
to action... immediately. 

So...when accounts are overdue and 
collection letters are ignored and quick 


action is important...use Postal Tele- 
graph. Postal Telegraph offers you fast, 
accurate, dependable record communi- 
cation with 80,000 places in the United 
States and Canada. 

Through the great International 
System of which it is a part, Postal 
Telegraph reaches the entire world 
through coordinated telegraph, cable 
and radio facilities. 


Postal Telegraph is the only American telegraph company that offers a world-wide service of coordinated 


record communications under a single management. 


Through the great International System of which 


Postal Telegraph is a part, it reaches Europe, Asia, The Orient over Commercial Cables; Central 
America, South America and the West Indies over All America Cables; and ships at sea via Mackay Radio. 
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How standard 
are standardse 


Money is as necessary to trade as language to the exchange of 
ideas. Sound money is the stabilizer of business. It is the scale 

\ in which business transactions are weighed; a common denomina- 
tor for the determination of comparative values. To insure confidence 
in business this scale must be accurate; the denominator constant. 
Tinkering with the scale, changing the denominator, breeds distrust. 


If products of business weigh more at times, if the labor and other 
elements of costs distort the relationship of commodities one to an- 
other, we do not change the scale. We recognize that these differ- 
ences are a part of life and bring depression into certain industries 
and prosperity to others. 


If coffee, because of crop conditions or other reasons, costs more 
than an average price per pound we do not legislate for a 10-oz. pound. 
If normally a bushel of corn will exchange for one half bushel of 
wheat, and then suddenly it takes a bushel of wheat to secure a bushel 
of corn, we do not change the unit of measurement or weight. To do 
so would be ridiculous. 


If the scales or measurements were to be changed we would want 
to know who had authority to change them, how frequently they would 
change, and the extent of change. Even though we knew all this, we 
would still in our own minds compare values of the new units to the 
old tested and proven scales. We would be hesitant about making 
exchanges, lest a further change might quickly alter the transactions 
in such a way as to cause us loss. 


“But,” say the “rubber,” the commodity and the fiat dollar advo- 
cates, ‘‘the scales have always been wrong and we are simply trying 
to repair them.” 


The only thing wrong about the scales is the fact that they have 
not been allowed freedom of operation. Excessive tariffs have been 
holding the springs, nationalistic policies obstructing the beams and 
counterfeit credit distorting the dials. The gold balances are still 
sound—if they be given a chance to operate. 
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Sound business legislation 


@ Here is a review of the accomplishments 
of the National Association of Credit Men 
in obtaining the passage of legislation 


designed to protect business interests. 


by ERNEST |. KILCUP, Managing Executive, 
Davol Rubber Company, Providence, R. |. 


Past President of the N.A.C.M., 1933-34. 
Chairman, National Legislative Committee. 


activities of the National Associa- 

tion of Credit Men is its motto 

“Vigilantia” more applicable than 
in legislation, because of the very nature 
of this organization. Representing as it 
does, the commercial credit and financial 
interest of the country, one of its major 
duties has been to watch federal and 
state legislation affecting commerce, and 
accomplishment in this field is written 
into almost every year of its history. 

In 1897, when the Association was 
less than a year old, it began a nation- 
wide movement against the secret sale 
of stocks of goods in bulk, marking the 
beginning of its activity for Bulk Sales 
legislation which has now resulted in 
this law essential to business being on 
the statute books of almost all the 
states. 

In 1898, our Association was the 
leader in framing and securing the pass- 
ing of the Bankruptcy Act of that year. 
As early as 1900, the Association began 
agitation for the adoption of the Ficti- 
tious Name Laws, which after many 
years and much attention is now on the 
statute books of 43 states. In 1904, and 
continued through the years, began an 
effort to improve false financial state- 
ment legislation, an act now in the stat- 
utes of 43 states. 

Business still remembers our: active 
‘part in securing the passage of the Fed- 
eral Reserve Act 1913, and our partici- 
pation in the hard won fight to maintain 
a Par Payment Check System under this 


= In none of the many and varied 
& 
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Act. Later, the Association was active 
in the sponsorship of the McFadden- 
Pepper National Bank Bill. ~ 

These are just the high lights of our 
legislative past. During the last two 
years, the Association has been faced 
with an even greater responsibility in 
safeguarding the interests of business as 
against the many constructive steps in 
the past to promote and pass legislation 
for the good of business. 

As the representative body of credit- 
ors’ interests, it has been faced with de- 
fending creditor interest against the 
wave of debtor psychology that has in- 
fluenced both state and federal legis- 
lative bodies with the word “relief” as 
the keynote. There has been an over- 
emphasis of legislation for the relief of 
the debtor without due regard for other 
parties at interest. 

Your Association, through its Na- 
tional Legislative Committee, its staff 
and its counsel, has maintained constant 
watchfulness in combating this epidemic 
of so-called relief legislation which 
seems almost wholly to use amendments 
to the Bankruptcy Act as the vehicle for 
this so-called “relief.” 

In addition to combating the debtor 
relief measures, your Association success- 
fully warded off legislation giving pref- 
erential privilege to creditor interests. 
This is particularly noticeable in mini- 
mizing the landlord provisions in the 
Corporate Reorganization Bill. In the 
opinion of your National Committee, we 


are again facing a year of legislative 
CREDIT and FINANCIAL MANAGEMENT .. . 
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Mr. KILCUP 


emergency. It is the responsibility of 
this Association, and it can best serve 
the nation and business interest by con- 
stant watchfulness and constructive criti- 
cism of legislation in the coming Con- 
gressional and state legislatures’ sessions. 

Your National Legislative Committee 
is more comprehensive than ever before 
and includes representatives from the 
outstanding business firms of the coun- 
try. It is so set up geographically that 
a member will be in every important 
business section of the country. In ad- 
dition, state legislative committees, co- 
ordinating the local association legisla- 
tive committees in the state, will watch 
state legislation. It is expected there 
will be an opportunity to sponsor in the 
state legislatures some enactments bene- 
ficial to business. 

Through our counsel and the Secre- 
tary of the Committee, we will be in 
constant touch with the Washington 
situation. We are working closely with 
the other representative business and 
professional organizations of the coun- 
try. As far as possible a definite pro- 
gram for the year has been outlined, and 
carried out properly and with the right 
spirit, it should reflect at the end of the 
year still further accomplishment in the 
interests of sound business. 

At no time in its history has the Na- 
tional Association of Credit Men had a 
greater opportunity to be of constructive 
service to business. And no business or- 
ganization can better serve the nation’s 
‘interests and promote its welfare than 
through intelligent and constructive crit- 
icism of governmental legislation. 
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is today’s prime necessity 


@ And here is an outline for a “New Deal” in bank- 


ruptcy legislation to the 


end that the rights of 


creditors may be safeguarded and that debtors will 


be encouraged to work out amicable adjustments. 


by WILLIAM B. LAYTON, Portland, Ore. 
Special Legislative Counsel of the N.A.C.M. 


scandals arose in New York City 
pertaining to the administration of 

’ the National Bankruptcy Act. An 
investigation financed to a large extent 
by the New York Credit Men’s Associ- 
ation was conducted under the able 
leadership of Colonel Donovan, Ex- 
Attorney General of the United States. 
This investigation was a very compre- 
hensive one and not only went into 
the matter of the local practices and 
infractions which were brought to light, 
but into the general subject of bank- 
ruptcy reform. 

The question immediately arose as to 
whether the conditions found to exist 
in New York City existed throughout 
the country at large. This prompted an 
investigation to be made by Attorney 
General Thatcher, and his report on 
the subject is most thorough and im- 
partial. Subsequently to the filing of 
this report a number of congressional 
investigations have been initiated and 
conducted. 

It may be fairly stated from a study 
of all of the reports made that the fol- 
lowing general propositions were sus- 
tained: 

First: That there was a great de- 
gree of un-uniformity in the administra- 
tion of the Act throughout the coun- 
try. 
Second: That while the average ex- 
pense of the administration of the 
estates was mot excessive, nevertheless, 
it was excessive in some sections due to 
local rules and practices. 

Third: That generally there was 
found to be no dishonesty in the ad- 
ministration of the Act such as was 


4 In 1928 and prior thereto some 
u 


found to have existed in New York 
City. 

Fourth: That the Refereeship system 
had become cumbersome and unwieldy; 
that there were over 530 Referees serv- 
ing with a comparatively few of them 
serving on a full time basis, thus making 
for inefficiency. 

Fifth: That there was a growing 
tendency in many sections of the coun- 
try to liquidate estates outside of court, 
and that while on the average these 
estates were paying a greater return to 
creditors than those administered in the 
courts, there was, nevertheless, possibil- 
ity for out of court liquidation abuses. 

Sixth: That due to the priorities ac- 
corded certain creditors by the provisions 
of the Act, and by the result of the en- 
forcement of the laws of the States, it 
was shown that on the average 8214,% 
of each liquidated dollar went to credi- 
tors and 1714% went for expenses of 
administration. The general creditor, 
nevertheless, received no greater average 
than 5%. 

Seventh: That the method of ap- 
pointing and compensating officers 
could be improved upon and the bur- 
den of this expense more equitably dis- 
tributed. 

Eighth: That due to lack of interest 
or discouragement of interest on the 
part of creditors there was at least a 
partial breakdown in the theory of cred- 
itor control of the estates. 

Ninth: That the personal element 
was and always will be the dominating 
factor in bankruptcy administration, and 
that if better qualified and more te- 
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sponsible receivers and trustees could 
be secured more efficiency and honesty 
in the administration of the estates 
would result. 

Tenth: That due to the’ bankruptcy 
definition of “insolvency,” the difficul- 
ties surrounding the obtaining of invol- 
untary adjudications, the apathy of 
creditors and the general desire of 
creditors to temporize and avoid liqui- 
dations through the bankruptcy courts, 
the estates which reached the bankruptcy 
courts were already well dissipated and 
involved so that on that account it was 
difficult to secure better returns for 
creditors than would be the case if liqui- 
dation, especially of the mercantile cases, 
was put under way sooner. 

Eleventh: That discharges were be- 
ing looked upon more and more as a 
debtor's right rather than a debtor's 
privilege, and examinations of bank- 
rupts were being only cursorily made, if 
at all, and that defects in the law and 
its administration should be remedied so 
as to make certain that a discharge is a 
privilege, is not a matter of right and 
that proper incentives may be provided 
so that worthy but unfortunate debtors 
may acquire this privilege as distin- 
guished from the unworthy and dishon- 
est debtors. 

Twelfth: That the whole procedure 
should be simplified, time shortened to 
avoid delays and uncertainties and am- 
biguities in the Act clarified. 

After the accumulation of all of the 
factual data which would tend to sup- 
port the foregoing propositions, the de- 
pression suddenly came upon us and 
we were plunged into an era of “debtor 
relief.” With the exception perhaps of 
the continued work of the General 
Bankruptcy Conference, all studies of 
and attempts at bankruptcy reform were 
suspended. 

Another interesting side-light was 
brought into prominence. With the 
progression of the depression more and 
more resort was made to the Federal 
courts of equity. Scandals arose in re- 
gard to the administration and liquida- 
tion of estates under these courts in 
various sections of the country which 
caused congressional investigations to be 
made. The result of these investigations 
was that the handling of equity receiver- 
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ships put to shame even the most flag- 
rant violations and scandals which were 
brought to light under the Bankruptcy 
Act. Summarized, these investigations 
showed a general tendency to, 


(1) Make star chamber appoint- 


ments of favored persons as receivers; 

(2) To generally bring about the 
appointment of these receivers in a col- 
lusive way, such as by having a friendly 
creditor in a foreign jurisdiction with a 
claim or combination of claims in ex- 
cess of $3,000, go through the motions 
of suing a debtor in the United States 
Court in the location in which the debt- 
or’s property was located, and then hav- 
ing the debtor consent to the appoint- 
ment of a receiver, who, with his attor- 
neys, had been agreed upon in advance 
by the parties to the arrangement; 


(3) The consequent prolongation 
and wasteful administration of the 
estates ; 


(4) The allowance of exorbitant re- 
ceivers’ and attorneys’ fees; 

(5) The lack of hearings, and the 
absence of information of the affairs of 
the estates in the courts charged with the 
supervision of the administration there- 
of ; 

(6) The creation of a patronage 
system, resulting in political and in per- 
sonal friend and close connection ap- 
pointments of receivers by the judges. 

The reasons why the growing ten- 
dency to resort to the equity courts was 
brought about may be summarized as 
follows: 

(1) Estates could be placed under 
the jurisdiction of the equity courts with 
only a casual, if any showing at all as 
to insolvency either in the bankruptcy 
sense or at common law. 


(2) The institution of a Federal 
equity suit most often proved to be a 
practical and effective moratorium. 
Creditors were either deceived or lulled 
into false security by optimistic pros- 
pects or for other reasons concluded that 
it was too expensive or futile to assert 
their rights. 


(3) The secrecy surrounding the 
proceedings and the total lack of provi- 
sions for creditor control offered wide 
opportunities for the exploitation of the 
estates by those favored to be on the 
inside. 

(4) There is in equity practice an 
almost total lack of any criminal pro- 
visions such as are contained in the 
Bankruptcy Act and as may be made 
effective after an adjudication in bank- 
ruptcy. The same practices as were 
brought to light in many of the equity 
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receivership investigations would be 
cause for prosecution under the Bank- 
ruptcy Act, whereas practically total 
immunity was granted to those parttici- 
pating in the same practices under 
equity receiverships. There is not the 
risk in bringing a matter into an equity 
court or administering an estate in an 
equity court that there is in a court of 
bankruptcy. 

(5) The allurement of large fees and 








Vigilantia! 


The N. A. C. M.'s motto 
is the Credit Executives 
best defender for today, 
above all else, we need 


Vigilantia! 





practically unlimited expenses of admin- 
istration customarily allowed. in the 
equity courts. 

(6) The pretended avoidance of the 
alleged “stigma” which is supposed to 
attach to a bankruptcy proceeding but 
which is not prevalent in the “dignified” 
equity proceeding. 

Now, it is an anomaly that the Con- 
gress either not knowing of these things 
or totally disregarding such information 
as was available on the subject, passed 
considerable new legislation ostensibly 
on the subject of bankruptcy, but in 
reality to expand the lattitude of the 
courts and to thereby make for a 
stronger system of court control. 

Many of the Bar who arte engaged 
in equity practice as distinguished from 
bankruptcy practice have had for a long 
time certain “doubts” and an apprecia- 
tion of certain defects in the equity sys- 
tem to fully accomplish their purposes. 

As an example, the so-called “friend- 
ly” receivership indicating no real con- 
troversy between the parties gave to the 
courts only questionable jurisdiction. 
Also the appointing of a receiver in a 
proceeding having for its object solely 
and exclusively the obtaining of a re- 
ceiver was a questionable proceeding, as 
ordinarily receivership proceedings are 
supposed to be merely collateral to the 
enforcement of the main relief sought to 
be obtained in the suit. 

This gave rise to many questions re- 
garding general receiverships and the 
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tights of creditors thereunder. ‘Titles 
might become involved. A receiver is 
assumed to be a third disinterested, capa- 
ble and responsible person, and the re- 
ceivers appointed and sought to be ob- 
tained did not always measure up to 
this rule. Presidents, General Managers, 
etc., of the large involved corporations 
were selected to act as receivers regard- 
less of their interest and often times only 
with the result of perpetuating their 
employment. 

There were these and other trouble- 
some questions seldom, in comparison 
with the number of cases handled, 
raised but always a threat. 

Therefore, in order to bolster up the 
imperfect and questionable receivership 
proceedings, in one way or another re- 
course was taken to the Congress. 

At the outset it became apparent that 
in order for Congress to have consti- 
tutional authority, these laws would 
have to be passed under the guise of 
their being subjects of bankruptcy, and 
consequently were tacked on as alleged 
amendments to the Bankruptcy Act. 

We now have among our laws the 
so-called Corporate Reorganization Act. 
The involved corporation must not be 
referred to as a bankrupt, but must al- 
ways be referred to as a debtor. It need 
not be insolvent in the sense that the 
fair value of its assets is exceeded by 
the amount of its liabilities. If it is 
merely unable to pay its debts as they 
mature it may have the benefits of the 
Act, and in which event its stockhold- 
ers have a voice in the proceedings along 
with its creditors. 

In order to make it appear that its 
creditors do have a voice in the pro- 
ceedings, they are given the right to 
vote on a plan of reorganization, and 
when 6624% of the amount of such 
claims (not the number and amount as 
is provided in the Act) agree, the plan 
may be confirmed and the minority 
bound by the provisions thereof. 

The creditors as such are given no 
voice in the selection of receivers or 
trustees, or as such have anything to 
say in the administration of the estates. 
Creditors cannot proceed on their own 
account or in their own way during the 
pendency of any such organization pro- 
ceedings, and if the attempted reorgan- 
ization proves to be abortive, the court 
may dismiss the proceedings, and the 
estate, excepting for the dissipation and 
waste which may occur in the mean- 
time, will go back into the same status 
it was before the proceedings were in- 
stituted. 


Thus it may be seen that the Corpor- 
ation Reorganization (Cont. on page 43) 
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Analyzing foreign exchange 


@ “It is no business of the merchant to speculate in exchange, whether he be an 


importer or exporter. His business is the manufacture and sale of goods, and while 


the shoemaker 


and a steady income lie in 


may occasionally make a_ killing in 


sticking 


by WILLIAM BARTON MARSH, 
Vice Pres., Grace National Bank of N.Y. 


who have been responsible for the 

extension of merchandise credits to 

foreign buyers have learned to their 
sorrow that such credits cannot be based 
exclusively upon the balance sheet and 
personal integrity of the buyer. An- 
other and far more intricate element has 
been interjected. That is the financial 
standing and “will to pay” of the coun- 
try to which each shipment is going. 

All too many manufacturers and ex- 
porters have shipped goods on open 
account or on 90 day terms to foreign 
purchasers who had proved themselves 
over a period of years quite entitled to 
such accommodation only to find that 
able and anxious as the buyer might be 
to pay, he was prevented from so doing 
by government foreign exchange re- 
strictions or could do so only at a dis- 
astrous loss owing to some sudden 
decline in the external value of his local 
currency. 

It therefore behooves the export credit 
manager of today to be a student not 
only of company finance and commer- 
cial morality, but of international eco- 
nomics and especially the international 
foreign exchange market. 

For the quotation of a country’s 
money in the foreign exchange market 
is as clear an indication of that coun- 
try’s financial position as is the trade 
record of a commercial concern. A de- 
based exchange means trouble as surely 
as a consistent record for slow pay. 
Even a superficial study of the principles 
of foreign exchange will show why this 
should be. 

The theory of foreign exchange is 
simple when it is translated into simple 
terms. To those who have never been 
abroad or who have never engaged in 


mv the past few years those 
we 


foreign trade, such terms as franc, guil- 
der, schilling or pengo are as obscure as 
terms in chemistry to a layman. To un- 
derstand foreign exchange, the first 
essential is to understand that in normal 
times each of these terms stands for the 
same thing, that is to say, for a certain 
unit of gold of standard purity. 

The United States gold dollar, for 
example, fozm- 
erly contained 
23.22 grains of 
gold and the 
pound sterling, 
before Great 
Britain went off 
the gold stand- 
ard, represented 
113 grains of 
gold. When 
both these coun- 
tries were on a 
free gold basis, 
it was obvious- 
ly quite easy to 
establish by sim- 
ple arithmetic 
the rate of ex- 
change as be- 
tween the two 
currencies, for 
their value in re- 
lation to each 
other was in di- 
rect ratio to the 
gold content of 
the respective 
currency units. 
Thus the stand- 
ard rate of ex- 
change or “‘par- 
ity” between the 
United States 
dollar and the 


the stock market, safety 


to his last.” 


pound sterling was 4.86 2/3 dollars to 
the pound for the very simple reason that 
the gold content of the pound was 4.86 
2/3 times as great as that in the dollar. 

“Such being the case,” you may en- 
quire, “why is it that even under normal 
conditions there are foreign exchange 
fluctuations ?”” 

The answer is that even under nor- 
mal conditions very fe» foreign trans- 
actioris are settled in gold. The mer- 
chant in New York who buys sterling, 
to pay for merchandise which he has 
bought in England, purchases it per- 


haps from some British investor who | 


wishes to sell sterling and buy dollars 





Photos from *'Grace Log’ 


cai nae i A A A 


SSNS EE OEE OS 
SN YT ASAT LH LANE 


ana Kae 





SERN cna walen oak San re area 
SERRE LA IS NIT 


if 
ay 
ee: | 






































I 





with which to invest in American 
securities. Thus the two transactions off- 
set each other and it becomes unneces- 
sary either for the American merchant 
to ship gold to England to pay his debt 
or for the British investor to ship gold 
to New York to buy his securities. 

Naturally, the number of people in 
New York who want to sell dollars in 
order to buy sterling and the number of 
people in London who want to sell 
sterling in order to buy dollars are never 
exactly equal at any given time. Thus 
the rate of exchange is influenced, like 
the price of any commodity, by the cur- 
rent supply and demand. 

If the demand for sterling in New 
York exceeds the supply at any given 
moment, the value of sterling in terms 
of dollars will go up. Should the price 
of sterling go too high, however, it will 
eventually become cheaper for our 
American merchant actually to ship gold 
to England than to buy sterling ex- 
change in the foreign exchange market. 


@ North American wire and cable loading for Chile. This 
has been purchased, no doubt, out of the proceeds of 
Chilean nitrate and copper exports. Thus the foreign ex- 


‘change market functions. 
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This is the automatic check on the rate 
of exchange when both countries are 
freely shipping gold. 

Under the operations of a free gold 
market the maximum fluctuation away 
from the gold parity is measured by the 
actual cost of taking gold out of the 
Federal Reserve Bank, putting it on a 
boat, and paying freight and insurance 
charges on it plus loss of interest on the 
money while it is in transit from one 
country to the other. 

Under normal conditions, then, the 
price of sterling in terms of dollars will 
fluctuate very close to the gold parity of 
$4.8624. If, owing to a heavy demand 
for sterling, the price rises to about 
$4.89, it will be cheaper to ship gold 
to England than to pay this three cent 
premium. On the other hand, if the 
demand for sterling is slack and the 
price of sterling falls to say $4.83, Eng- 
lish merchants will ship gold to Amer- 
ica rather than sacrifice their pounds so 
cheaply by selling them for dollars at 
this discount. These 
shipments of gold 
relieve the pres- 
sure of demand and 
supply on the ex- 
change market, and 
tend to bring the 
rate back toward 
parity. 

When a country 
goes off the gold 
standard and places 
an embargo on the 
export of gold, as 
was the case with 
the United States, 
these automatic 
checks to exchange 
fluctuations are re- 
moved and the 
ptice at which the 
currency of that 
country will sell 
in the foreign ex- 
change markets of 
the world is gov- 
erned entirely by 
the forces of sup- 
ply and demand. 
Then it is that the 
real international 
financial position 
of the nation be- 
comes apparent. 


It should, of 
course, be remem- 
bered that the 
United States dol- 
lar no longer con- 
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tains 23.22 grains of fine gold and 
that the rate of exchange for the dol- 
lar in terms of other currencies is today 
controlled by the hidden hand of the 
United States Government. By the Gold 
Exchange Act passed by Congress in 
January, the President was authorized to 
revalue the dollar in terms of gold and 
the Treasury- Department was authorized 
to establish an exchange stabilization 
fund of $2,000,000,000. On February 
1, 1934, the President announced that 
the gold content of the dollar was re- 
duced to 1554, grains of gold % fine. 
By this means, the parity between the 
dollar and all the other currencies of 
the world was simultaneously altered. 

Shortly thereafter, the exchange sta- 
bilization fund was set up with the 
avowed purpose of keeping the external 
price of the dollar as near as possible to 
the new theoretic gold value. This fund, 
operated by the Treasury Department, 
buys and sells dollars against foreign 
currencies in such a way as to offset any 
undue pressure in either direction. Thus, 
fluctuations in the price of the dollar 
have been minimized and a degree of 
stabilization has been accomplished 
without the re-establishment of a free 
gold market. 

And now what is it that creates the 
supply of and demand for foreign ex- 
change, and how is it that the quotation 
of a nation’s currency in the exchange 
market is an index to that country’s 
financial position ? 

To put it simply, a nation is like an 
individual. Its income and its spending 
must approximately balance. A nation’s 
international income is composed of a 
great number of items of which the most 
important is the money it receives for 
goods sold abroad. In addition it re- 
ceives income for services rendered to 
foreigners, perhaps in the form of 
freight receipts on goods carried in its 
ships, insurance premiums to pay for 
risks covered by its insurance compan- 
ies and so forth. Other important 
sources of income are interest on loans 
made to other countries, remittances 
from emigrants who have gone abroad 
to make a living and are sending their 
savings back home and money brought 
into the country and spent by tourists 
from abroad. 

Against this income, a nation has cer- 
tain expenses. It must pay for goods 
bought from foreign countries. It must 
pay interest on money which it owes 
abroad or, if it is a creditor country like 
the United States, it has money con- 
stantly going out of the country for 
investment abroad. 

Every time an American buys mer- 
chandise in England, for example, he 




















































must sell dollars and buy sterling to pay 
for the goods. Every time an American 
tourist goes to France for a vacation, he 
must sell dollars and buy French francs 
to spend in Paris. Every time a good 
Italian-American wishes to send money 
home to the old folks in Naples, he must 
sell dollars and buy Italian lire. 

Offsetting these transactions are a 
multiplicity of operations by foreigners 
who must sell francs, lire and sterling 
in order to get dollars with which to buy 
our wheat, our cotton, our manufactured 
goods and so forth. 

As I have said, the foreign income 
and outgo of a nation must approxi- 
mately balance over a given period. A 
nation, like an individual, may get 
temporarily into debt, but the credit of 
nations, like that of every one of us, is 
limited. ‘There comes a time when a 
nation must settle with its foreign cred- 
itors or else its credit in foreign markets 
is ruined, the value of its currency in 
the foreign exchange markets of the 
world is greatly reduced and the whole 
nation must starve, as far as the purchase 
of foreign goods is concerned, until its 
foreign debts can be paid, either by in- 
creased exports, by services rendered or 
by actual exports of gold. 

When the currency of a nation begins 
to sell consistently below parity as com- 
pared with other currencies, it is a 
danger signal, for it means that the in- 


@ Tourist 
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tures are an 
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item in the 
foreign ex- 
change 
market. 
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ternational income and 
outgo of that country are 
out of balance. If the 
national currency is stiil 
on a gold basis, the situ- 
ation may be temporarily 
rectified by exports of 
gold. But this cannot go 
on indefinitely. If the 
unbalanced condition per- 
sists, the gold standard 
may have to be aban- 
doned and the external value of the 
currency will reflect the severity of the 
dislocation. 

For this reason, at any sign of persist- 
ent weakness on the part of a given cur- 
rency, the alert export credit manager will 
make a searching investigation into 
the financial position of that country. 
What is the status of its foreign trade, 
he will ask himself? Has it a favor- 
able or unfavorable trade balance? Does 
the country owe much money abroad in 
the form of long term debt? What are 
its annual interest and amortization 
charges in foreign currency? Has it any 
invisible items of foreign income to help 
it pay its bills? What are the gold and 
foreign currency reserves of its central 
bank? Is the national budget balanced 
or is there a probability that the govern- 
ment may be forced to water the na- 
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tion’s currency in order to make both 
ends meet? Has there been a flight of 
capital from the country for political or 
other reasons? 

If the answer to these questions is un- 
favorable, the credit manager will do 
some quick thinking. It is no fun to 
sacrifice a good market, but it is even 
less fun to take losses. His foreign cus- 
tomers may be eminently solvent within 
their own country, but if they cannot 
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secure exchange with which to pay for 
imports they might almost as well be 
broke. Even though no complete em- 
bargo on exchange is in sight, the ex- 
perienced credit man will realize that a 
sharp break in the exchange rate, which 
abruptly raises the price of his merchan- 
dise to the foreign buyer, will often slow 
down collections to a walk. 

The foreign buyer is always optimis- 
tic. He can never believe that his 
national currency will permanently de- 
preciate. He pleads for time, therefore, 
and more time, always hoping for a re- 
versal of the exchange situation that will 
let him out without a loss. 

If the situation becomes worse instead 
of better, the credit man may find him- 
self with a portfolio of blocked accounts 
or, worse still, with an accumulation of 
blocked pengoes (Continued on page 35) 
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A former member of the "Brain Trust," 
Vice-chairman, Bank of Manhattan Co., 
N. Y., and "Conscientious Objector" to 
many of the New Deal money policies, 


JAMES P. WARBURG 


in this penetrating article presents 


greatest causes of apprehension is 

the uncertainty which pertains to 

the nation’s credit and credit ma- 
chinery. I shall come to the question 
of the national credit later but now will 
tackle the problem of the machinery. 

Being convinced that money lies at 
the root of our troubles—which I for 
one do not believe—the New Dealers 
are determined to master the machinery 
of money and credit. To this end they 
have “nationalized” gold and _ silver, 
they have “nationalized” the currency, 
and many of them are now talking about 
“nationalizing” credit. 

If this is indeed a ghost, so much the 
better. It is, however, a ghost which 
has been raised, not by the fears of 
bankers, but by the utterances of poli- 
ticians, and which has already taken con- 
crete shape in various definite proposals. 

What I am concerned with here is to 
show what lies behind the desire to 
“nationalize” credit. 

Whether those who advocate the na- 
tionalization of banks realize it or not, 
they are advocating nothing less than 
socialization of the whole state. 

The easiest way to show that this is 
true is to show what leading Com- 
munists and Socialists have said them- 
selves. Let me give you four quota- 
tions— 

Lenin, addressing the pre-revolution- 
aty Bolshevik conference of April, 1917, 
said: 

“We are all agreed that the first step 
in this direction, i.e., toward Com- 
munism, must be such measures as the 
nationalization of banks . . . We can- 
not at once either nationalize the small 
consumers’ concerns, i.e., one or two 
wage-workers, or place them under a 
real workers’ control. Through the na- 
tionalization of banks they may be tied 
hand and foot.” ‘ 

In his book “Preparing for Revolt,” 
Lenin says: 

“Tt is essential to proceed immediately 
to the nationalization of the banks, in- 
surance companies, and the most im- 
portant branches of industry . . . One 


At the present moment, one of the 
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State Bank as huge as possible with 
branches in every factory—this is al- 
ready nine-tenths of the Socialist ap- 
paratus.”” 

And here is what Mr. G. D. H. Cole, 
the influential British Socialist, has to 
say: 

“Before a Labor Government na- 
tionalizes any other productive industry 
it should nationalize the banks. With 
the banks in our hands we can take over 
other industries at our leisure.” 

And finally, in Australia, where the 
proposal for nationalization has just 
been defeated, Mr. Lang, the Labor 
leader, said: 

“You must remember there are al- 
ways first steps. You must socialize 
credit first. The other things will come 
later. If you want to go through a door 
you must have the key first. Socializa- 
tion of credit is the key.” 

Thus, there is no doubt as to what 
those, who frankly avow a desire to see 
a Socialistic order established, think of 
the importance of “nationalizing” credit. 
Doubtless there are in this country some 
people who would like to see Socialism 
or Communism established here, but I 
am convinced that the wast majority of 
those, both in and out of Congress, who 
now talk so glibly about the need for 
“nationalizing” credit have no idea that 
in so doing they are playing into the 
hands of the few who really want to 
subvert the entire American order. 

I shall not deal here with the argu- 
ments pro and contra a government- 
controlled central bank. Let me affirm 
here only the bare conviction, which I 
am prepared to substantiate in any dis- 
cussion that may arise: 

1. That if a political bureaucracy 
seeks to “manage” money and credit it 
will end up by “managing” the entire 
community. _ 

2. That political control of money 
and credit leads to corruption and chaos 
so long as the political government 
which does the “managing” is depend- 
ent upon popularity at the polls. 

3. That such chaos and corruption 


lead very quickly to the abandonment of 
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A sound program 


a democratic form of government and 
the supplanting of a free capitalistic 
order by a dictatorship of the few— 
which may be a dictatorship of State 
Capitalism, such as we see in Italy, or a 
dictatorship of State Socialism, such as 
the Communists tried to establish in 
Russia. 

4. That a dictatorial form of govern- 
ment and government-planned economy, 
no matter how well they may be adapted 
to other nations, will lead in this nation 
to a very much reduced standard of liv- 
ing, if not to national bankruptcy. 

And let me affirm, as against this 
negative conviction, the positive belief 
that the control over money and credit 
should be vested neither in government 
nor in business, but in an independent 
organism such as the Federal Reserve 
System was intended to be. 

Let me affirm my belief that for the 
best interests of the American people 
the Federal Reserve System should be 
freed from its present position of polit- 
ical subservience and intelligently modi- 
fied, so that it may realize the original 
concept of its founders. 

When testifying before the Senate 
Committee on Banking and Currency 
last January, I suggested what seemed 
to me two desirable modifications: 

1. That the stock of the Federal Re- 
serve Banks should be held by the pub- 
lic, with a limitation on the amount 
that can be held by any one individual, 
instead of by the private banks. This 
would once and for all remove the 
popular misconception that the Federal 
Reserve Banks are operated by and for 
the benefit of the private banks. 

2. That the Federal Reserve Board 
should be reconstituted so as to consist 
of three instead of seven appointed 
members plus four of the twelve Fed- 
eral Reserve Bank Governors serving in . 
six months terms of rotation. This 
should eliminate the present admitted 
lack of coordination between the Board 
in Washington and the twelve regional 
banks. It would mean further that the 
three appointed members could be paid 
much higher salaries than are paid to 
the seven appointed members today, and 


- thus a higher caliber of men could be 















































obtained, without increasing the cost of 
the System. 

I suggested these two modifications 
tentatively for discussion. I suggest 
them here in the same spirit. They are 
designed to meet the only rational criti- 
cism that I have heard of the organic 
setup of the System. But, let me re- 
peat, that no system can function if pol- 
itics is allowed to interfere. 

At present politics has interfered so 
much that the Federal Reserve System 
is almost completely under the domina- 
tion of the Treasury. Not only is the 
currency a managed paper currency— 
managed by the Secretary of the Treas- 
ury—not only are gold and silver under 
Mr. Morgenthau’s control, but the dis- 
count and open market operations of 
the Federal Reserve Banks, by means of 
which they are supposed to manage the 
contraction and expansion of credit, 
these too are completely overshadowed 
by the market manipulations of the 
Treasury's two billion dollar stabiliza- 
tion fund. 

Insofar as technical means are con- 
cerned, the Government has already 
practically “nationalized” our credit. 

Why then, you may ask, should any 
one want any additional legislation? My 
guess is that the Administration itself 
will not want it at this time, but that 
it may find itself pushed into accepting 
it by the radical inflationary and So- 
cialistic elements in Congress, unless 
there is a marked demonstration of pub- 


lic sentiment against whatever proposals 


may be put forward. 

My guess is that there are those who 
will want to hold the threat of a po- 
litically owned Central Bank in the 
background as an indication to the bank- 
ers of what may happen if the Govern- 
ment has any difficulty in financing its 
requirements. 

That brings me to a subject upon 
which I had intended to dwell at length 
but upon which I shall touch only 
briefly. I refer to the recent implica- 
tion that the American bankers had not 
helped their Government as freely as 
the British bankers had helped their 
Government in the matter of loan con- 
versions. 


for money and credit 


Such figures as I 
have been able to 
obtain would indi- 
cate just the con- 
trary. The Amer- 
ican banks hold a 
greater proportion 
of the Govern- 
ment’s debt than 
the British banks. 
What is more, the 
conditions pertain- 
ing to the British 
and American con- 
versions were far 
from similar, and, 
in their dissimilar- 
ity, show up the 
American banks to 
greater advantage than is indicated by a 
mere comparison of figures. 

The British conversion took place as 
part of a great national effort to balance 
the budget and enforce rigid economy. 
Its success marked the consequent 
greater confidence by the banks and the 
investing public in the safety of their 
Government's credit. 

The American conversions have been 
undertaken in the face of the opposite 
conditions. Nor has it ever been men- 
tioned, so far as I know, that the British 
banks were paid a commission on the 
refunding operation, whereas the Amer- 
ican banks act free of charge to the 
Government. 

These things would to my mind ex- 
plain a worse performance record than 
that of the British banks, but, as I have 
said, the performance record was ac- 
tually better. 

I am not saying this because I think 
the American bankers have done 
anything particularly extraordinary or 
praiseworthy. The American Govern- 
ment has done much more for the 
American bankers than the British Gov- 
ernment did for its bankers. It had to. 
It is therefore only reasonable that the 
American banks should do more for 
their Government. And so they have. 
I see no rcason why that should not be 
clearly stated. 
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If the American 
Government and 
the American bank- 
ers are henceforth 
to cooperate with 
each other, it is es- 
sential that there be 
no misconceptions, 
and that both sides 
proceed with the 
realization that 
their interests and 
the interests of the 
country as a whole 
are identical. It is 
essential that while 
there be free and 
honest criticism, 
there be no attempt 
by bankers to destroy the prestige of 
Government, nor by Government to 
place unjust blame upon bankers. 

Let me state quite frankly what, as I 
see it, is required on both sides. 

First, as to what the Government has 
a right to expect of the bankers. 

1. The Government has a right to 
expect of bankers that they should real- 
ize and appreciate what was done for 
them in March, 1933. It has a right to 
expect of bankers that they recognize 
that the unholy mess which existed at 
that time—for which bankers were not 
alone responsible by any means—neces- 
sitated strong and swift Government ac- 
tion; and that, as a consequence, they 
have no right to complain as to the 
general principle of Government inter- 
ference in the banking field during that 
emergency. 

2. The Government has a right to 
expect of bankers that, if they criticize 
the specific steps or permanent policies 
of the Government in regard to bank- 
ing, they should state clearly what their 
objections are and offer suitable alter- 
natives. It has a right to expect of 
bankers that they cooperate to the fullest 
extent in working out the necessary per- 
manent reforms in a spirit of mutual 
recognition that the evils of the past, 
which were just as much the fault of 
Government as of (Cont. on page 35) 
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Price-fixing possibilities 


a “| do not believe any body of manufacturers 


competent to arrive at a fair price for any article. 


a “The only way that price can be fixed satisfac- 


torily is through the law of supply and demand. 


a “There are enough dishonest practices to chal- 


lenge our energies in trying to overcome them.” 


by ROBERT AMORY, Treasurer, Nashua Manufacturing Co., Nashua, N. H. 


simple subject to discuss—like all 

generalities. I would like to have 

you consider specifically just how to 
go about price fixing, assuming it were 
permitted, and legal. 

Let us take, for example, a simple 
article handled by all the retail stores of 
this country, namely, bed sheets. Let us 
assume that the price on the so-called 
68x72 standard bed sheets is to be fixed, 
and that there are no other bed sheets 
made, or to be made. They are all fixed 
at the same price. It is easy to see what 
will happen among the best known, and 
the best made sheets, and, to avoid in- 
vidious comparisons, among the different 
brands. 

Naturally, at the same price, the retail 
stores will buy all of this better quality 
merchandise that they can obtain, and 
will not buy inferior merchandise as 
long as they can obtain the superior mer- 
chandise at the same price. Then the 
makers of inferior sheets will clamor for 
a differential representing what they con- 
sider to be the difference in value be- 
tween them and the superior sheets. In 
clamoring for this differential they will 
try to make as large a differential as pos- 
sible. 

It is impossible to arrive at a fair dif- 
ferential, because nothing but the nat- 
ural law of supply and demand, or the 
higgling in the market place can really 
determine the fair differential. Even as 
simple a thing as a bed sheet has quali- 
ties such as workmanship, evenness and 
softness, and wearing qualities, which 


m Price fixing sounds like an easy and 
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are hidden, and extremely difficult to 
measure with any exactness. 

There may be an alternative, in that 
if no differential is permitted to the 
makers of inferior sheets, then those 
makers will work very hard to improve 
their qualities. Probably they cannot 
immediately improve the workmanship 
and wearing qualities, and therefore, 
they will tend to make the sheets heavier, 
or a little higher in count, putting in 
more threads to the inch, and try to lift 
their sheet up to the superior sheet, and 
even go beyond it. 

To the extent that this occurs, the con- 
sumer will be the beneficiary, because, 
while they will not secure a lower price, 
they will secure a better article, and 
there will be competition in quality, 
rather than in price. This is a definite 
benefit to be arrived at in price fixing. 

In my own past experience in other 
articles, other than sheets, I have seen 
many attempts at price fixing. In at 
least one instance, which went on for 
some time, there was very strenuous 
competition in quality. The quality of 
all of the different makes was very dis- 
tinctly improved. Before the competi- 
tion in quality occurred there were vio- 
lent attempts to secure differentials, and 
favor the lower qualities. 

Through the price-fixing attempts 
there was stubborn resistance on the part 
of the buyer, and there was undoubtedly 
a considerable reduction in the volume 
production sold. Under these various 
pressures the attempts of price fixing 
which I have seen have always broken 
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down. In the examples I have just used 
I have used probably the easiest article 
on which price fixing could be accom- 
plished, and all I can say is it never 
worked, nor do I believe it will ever 
work satisfactorily. 

Now to take up the more general 
aspect of price fixing, that is, price fix- 
ing by the manufacturers—and there 
comes up the awful question of enforce- 
ment. I am willing to make a flat deci- 
sion that price fixing cannot be enforced. 
In the first place, because it is too com- 
plicated, and in the second place, be- 
cause there is no real human desire to 
enforce it. 

Anyone desiring to break a price fix- 
ing agreement is thoroughly protected 
by the fact that he is not going to tell 
that he has broken the agreement, and 
the buyer who buys from him is not 
going to tell that he broke the agree- 
ment. 

There are infinite ways of breaking an 
agreement without having it appear on 
the invoice, among them may be men- 
tioned the custom still practiced in 
China of delivering 37” for every yard; 
the method of billing at the agreed upon 
price, and permitting the customer to 
make a deduction in paying, claiming 
lack of quality, or shortage in measure- 
ment; the method of billing at the 
agreed upon price and terms, and 
permitting the customer to delay pay- 
ment; the various methods of secret 
rebates, such as sending a check at the 
end of a period. These are only a few 
methods which human ingenuity will 
find out ways to evade something that 
they do not wish to do. 

Now to look at it in a little different 











aspect, and again using sheets as an 
illustration, if 68x72 standard sheets 
are to be fixed at a certain price, at what 
differentials shall the sub-count, or 64 
Square sheets be fixed? There will nat- 
urally be resistance on the part of the 
buyer who wishes to secure something 
cheaper, and there is bound to be a seri- 
ous war as to the difference in price to 
be established on the 68x72 sheet, and 
that placed on the lower count sheet, 
such as the 64 Square. 

If this difference is too large, business 
will flow toward the 64 Squares. If 
the difference is too small, the 64 
Squares will suffer a loss of their legiti- 
mate market as against the standard 
68x72. On sheets it is difficult to see 
how substitutes can come in, but on most 
other articles there is the so-called “‘com- 
petition’ of the substitute, such as cot- 
ton goods against rayon goods, and 
woolen goods against both of them. 

There is a second form of price fix- 
ing which has been much discussed in 
connection with the codes, namely, that 
no one shall sell below cost. 

I do not know of any case where there 
has been any enforcement of such a pro- 
vision, nor even arrangements made for 
enforcement. A number of manufac- 
turers will agree with me that no two 
plants have exactly the same costs, and, 
furthermore, that no two cost engineers 
figuring the cost of different articles 
made in one plant would figure them 
the same. 

I do not believe many retailers can 
tell the difference between the actual 
correct cost of selling a bed sheet and 
a blanket. They use simply an average 
cost, and there is no way of determining 
an exact cost. Therefore, the tendency 
on the part of those manufacturers be- 
lieving in the prevention of selling be- 
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low cost is to establish the so-called 
“standard,” or average cost for the in- 
dustry, below which no one is to be 
permitted to sell. 

Here again it is probably impossible 
to determine an accurate cost. In any 
event, this simply resolves itself back 
into price fixing on a more or less arbi- 
trary basis, and the same difficulties arise 
that I mentioned earlier in my discus- 
sion in connection with arbitrary price 
fixing on the sheets. 

There is another matter that comes up 
in connection with price fixing, which is 
the agreement on specified terms. Orig- 
inally, and correctly the percentage dis- 
count in the terms of sale is an item 
which is given the buyer for paying his 
bill on time, and is a penalty against him 
if he does not pay promptly. The size 
of this penalty should be just sufficient 
to cause buyers to pay their bills prompt- 
ly, and no more. 

Unfortunately, these terms have been 
abused, and have become an extra dis- 
count, rather than strictly terms. They 
have grown larger and larger, until fre- 
quently they reach 8% and 10%, at 
which point they are merely a means for 
obtaining a higher retail mark-up in an 
inconspicuous way. If this term “‘dis- 
count” were really confined to terms 
there should be no difficulty in agree- 
ing upon a definite figure, but the agree- 
ment should be made between the buy- 
ers’ group and the sellers’ group, if that 
were possible. If the agreement was to 
be made simply by the sellers’ group, the 
fixing of terms has all of the difficulties 
involved in price fixing. 

Still another method of price fixing, 
which is not strictly price fixing, is the 
fixing of the resale margin, in other 
words, the setting by the manufacturer 
of the retail price. This has been much 


of roses" . . . but price-fixing won't remove all the thorns. 


discussed in retail associations, and is, in 


my opinion, not strictly price fixing. It 
is apparently prohibited by law ia the 
United States, but I never could see why 
it should be prohibited by law, as I be- 
lieve it ought to be permitted. 

This is capable of enforcement. be- 
cause each manufacturer would fix his 
own resale price, and there is no neces- 
sity of agreement between two or more 
manufacturers. It has been quite cus- 
tomary in the past, on proprietary ar- 
ticles, such as patent medicines, and 
patented articles having a large margin 
of profit, and heavily advertised. In view 
of the fact that each one of these articles 
must compete with other articles I never 
could see why this practice really led to 
monopoly. 

I do not believe that any patent medi- 
cine is essential. I believe that all have 
plenty of real competition. In wholesale 
channels at least this method has been 
used in the past on certain branded lines 
of dry goods, where it worked very well 
indeed. Why the retailers fight it I do 
not know. It doesn’t seem to me any- 
thing worth while fighting. 


Personally, if it were permitted by. 


law, I would not advocate its use by any 
manufacturer, because if he sets the re- 
tail margin high enough to satisfy his 
retail customers, he will make the final 
price of the article to the consumer too 
high for the best distribution. If he 
doesn’t fix the resale margin high 
enough, he will meet with great opposi- 
tion among his retail customers. 

In my opinion it would not be used 
on very many articles and would not 
make really any trouble to the retail 
store. I believe the only reason the re- 
tailers fight it, is because they have had 
the habit of fighting it, because some 
retailers think that (Cont. on page 47) 
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Campaigns for cash 


& Collection letters in a planned series have their advantages 


and herewith we present three series offered by readers. 


In many lines of business the sell- 

ing season is limited to a compara- 

ly tive short season which comes in 

some cases but once a year and in 

others twice a year. In these seasonal 

lines the problem of collecting old ac- 

counts before the new “harvest period” 
arrives is a difficult one to solve. 

The retailer who carries over part of 
his stock from one season to another 
frequently is loathe to settle for a line 
that is mot then active. However the 
wide-awake credit executive knows the 
grave danger of letting these old ac- 
counts “ride” up to the opening of the 
active season and centers his efforts on 
collections during the off season. 

Mr. H. F. Horstmeyer, Credit Man- 
ager of the Burgess Battery Company, 
faced a similar problem at the start of 
last August. He made a test for a col- 
lection campaign on a list of 97 ac- 
counts which were past due, some 
running back as far as June billing. To 
this list of accounts he sent the follow- 
ing letter: 


Gentlemen: 

Let’s get ready for fall business. 

During the coming months there 
will be an increasing demand for dry 
batteries, continuing throughout the 

’ fall season. 

We're anxious for you to have some 
of this additional volume—for your 
extra profit as well as ours. 

Shall we, then, get that June ac- 
count out of the way now? It will 
put you in a position to handle more 
orders—so send your check along— 
today. 


While the letter did not say so in so 
many words, it gave a strong hint that 
the dealer whose account was not satis- 
factory might find himself unable to buy 
new goods when the active season 
opened. Perhaps the best opinion of 
any letter is to be found in the record 
of results. Of the 97 accounts receiv- 
ing this letter, 47 sent checks which 
totaled $3,880.95. This figures 48% 
collection on the number of accounts 
receiving the letter. 

A second letter was designed to ap- 
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peal to the account which had not re- 
sponded to the first letter. This was 
mailed to 44 accounts and was as 
follows: 


Gentlemen: 

LET'S GET READY FOR FALL 
BUSINESS. 

As your check did not come in 
since we last wrote you, we thought 
perhaps we ought to emphasize this 
point again. 

In anticipation of the increased de- 
mand for dry batteries during the fall 
season, we have been stepping up pro- 
duction, hiring extra help, etc. 

We want you to be ready, too, so 
that your account will be in shape to 
take care of this additional business. 

A check today for the May invoices 
will do your part. Send it now. We 
can ship the batteries any time. 


This letter brought checks from 17 
for a total of $2001.74 which figures 
40% response on the number of ac- 
counts receiving the letter. 

Two other letters were sent to the 
remaining accounts in the list. These 
were number 3 and 4 as follows: 


Gentlemen: 

LET’S GET READY FOR FALL 
BUSINESS! 

We are again making this sugges- 
tion since we did not receive your 
check in answer to our previous let- 
ters. 

We believe you want to take ad- 
vantage of the additional dry battery 
business this fall, and that there must 
be some good reason why you haven't 
paid your account. 

If so, please write us. If not, don’t 
delay any longer. The time is short. 
Let's work together for our mutual 
benefit. 


Gentlemen: 

LET'S GET READY FOR FALL 
BUSINESS. 

We appreciate the effort you have 
made as evidenced by the check you 
sent us. But we thought perhaps we 
ought to emphasize this point again, 
since the June account is still unpaid. 

In anticipation of the incr de- 
mand for dry batteries during the fall 
season, we have been stepping up pro- 
duction, hiring extra help, etc. 

We want you to be ready, too, so 
that your account will be in shape to 
take care of this additional business. 

A check today for the balance of 
your past due account will do your 
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part. Send it now. 


We can ship the 
batteries any time. 


In commenting on his series of let- 
ters in this test, Mr. Horstmeyer says: 

“This collection campaign took place 
during the month of August in an at- 
tempt to have all our accounts in good 
condition for fall business. The dry 
battery business, being more or less 
seasonal, increases during the fall of the 
year. However, the letters could be 
adapted to any type of business with 
whatever changes would be necessary. 


“Only a record of the first two let- 
ters has been kept, since later follow-ups 
were mailed too frequently to tell which 
letter might have produced a check. At 
the rate payments are coming in, how- 
ever, they apparently were effective. 


“To sum up the remaining letters, 
Number 3 was sent to those who did 
not pay after receiving the first two. 
Number 4 was mailed to those paying 
only part of their past due balance, and 
Number 5 and Number 6 were sent to 
customers who paid their past due ac- 
count but were still owing July. We 
tried in this case to get these accounts 
on a discount basis. 


“In compiling this series an attempt 
was made to educate the customer and 
make him battery conscious, by trying 
to point out to him that it was profitable 
for him to pay his account. The re- 
peated emphasis of the ‘Let's get ready 
for fall business,’ and the frequency of 
mailing the letters, I believe, produced 
the desired result. Although there is a 
similarity between letters Number 2 and 
Number 4, no one customer received 
these two. He was sent either one or 
the other. 


“All of the letters were mailed over 
a period of three weeks.” 

Mr. Horstmeyer’s fifth and sixth let- 
ters follow: 


Gentlemen: 

With the fall season close at hand, 
we're glad to see that your account is 
now paid to July first, 

As you know, your battery business 
will increase ie the coming 
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months, resulting in added profit for 
you. 

But why not go a step farther, and 
take your cash di scount? It is one of 
the fastest ways of making money. 
For example, on terms of 2% 10 days, 
30 days net, your earnings would be 
equivalent to 36% on your money per 
annum. 

A check today for your July account 
would enable you to earn some of this 
extra profit on September tenth. 


Gentlemen: 

LET'S GET READY FOR FALL 
BUSINESS. 

We appreciate the effort you have 
made as evidenced by the check you 
sent us. But we thought perhaps we 
ought to emphasize this point again so 
that you might also get ready to earn 
the two per cent cash discount. 

This certainly would be an extra 
profit, since the dry battery business 
increases during the fall season. 

But it’s not too late. Your check 
today for the July account will help 
you to take advantage of the two per 
cent on September tenth. 


Mr. F. E. Barkley, Secretary-Treasurer 
of the C. M. McClung & Co., wholesale 
hardware, Knoxville, Tenn., has made 
use of a series of letters which have 
produced satisfactory results. His series 
is designed around the use of a sight 
draft through the bank as a collection 
medium. Here is the first of the series 
in Mr. Barkley’s letters: 


It is just possible that the statements 
sent you recently have been tem- 
porarily laid aside to receive attention 
a little later. 

If you can now favor us with your 
check for $.......... covering the amount 
due, or a payment to apply thereon, 
it will be highly appreciated. 

An early reply is anticipated and 
we thank you in advance for your 
assistance, and to help you, return 
envelope is enclosed. 

Cordially your friends, 


The above letter is followed in eight 
days by the following letter, a bit more 
insistent that a remittance be sent at 
once: Number two letter reads: 


Two statements and one letter re- 
_ minding you of a past due account 

should have at least influenced you to 
favor us with a settlement, or a part 
payment. Don’t you think so? You 
appreciate prompt shipments, we ap- 
preciate prompt payments. Help us 
to serve you well by cooperating with 
us in matters of this kind. 

The amount now due is $ 
through 

Your prompt assistance is expected 
and we will look forward to your 
check coming to us within the next 
three or four days. 

Cordially your friends, 


The third letter centers upon the 
bank draft. It reads as follows: 


Do you think you are treating us 
fair? Would you think so if the shoe 
was on the other foot? 

We have treated you nice about 
your account, but you do not appear 
to have spubietend i. 


Terms should be observed, other- 
wise the whole credit structure be- 
comes weakened. Think this over and 
let us hear from you. 

There is now due 6........ .. covering 

Your prompt remittance is expected, 
but, not hearing from you in five 
days, we will without further notice, 
make draft through your bank for the 
amount. 


Yours very truly, 


Readers of CREDIT AND FINANCIAL 
MANAGEMENT will recall articles in 
June and August 1934 issues based upon 
a series of special collection letters used 
by Mr. J. T. O’Neill, credit manager for 
the West Publishing Company of St. 
Paul, law book publishers. Mr. O'Neill 
uses special occasions and big holidays 
as a basis for out of the ordinary appeals 
for remittances by past due debtors. We 
reproduce herewith one of his Santa 
Claus letters. This was printed on a spe- 
cial three color offset lithographic process 
which was designed to lead the recipient 
through the letter. 





Dear Friend: 


them too. 








On another occasion Mr. O'Neill used 
Thanksgiving Day as the occasion for a 
special appeal, signed by his Auditor, on 
a letterhead on which the proverbial 
turkey gobbler was reproduced in three 
colors as the main feature of the letter- 
head. The text of this Thanksgiving 
Day letter follows: 


“Although this is the season 
When the turkey rules the roost, 
I am telling all and sundry 
There’s another bird to boost. 
Just remember, on Thanksgiving 
At your gastronomic work 
That the eagle on the dollar 
Is the bird that gets the turk.” 
Dear Friend: 

At this time of the year—we dis- 
like to even mention “The Eagle on 
the dollar.” But “he” is still a mighty 
important “bird”! 

Of course—with a nine story build- 
ing filled with hundreds of employees 
who want their salary each week—-the 
Collection Department is expected to 
keep the money coming in or some one 
will be talking “turkey” to them 

So, merely in performance of duty, 
we courteously remind you again of 

(Continued on page 46) 


- St Paul. Minnesota 
December 8, 1931. 


To here - it has been snowing steadily all day - three 
Little girls at our house are romping outside in the 
snow - a little boy’who arrived recently is pn and 
undoubtedly it won’t be long before he will be out among 


Father Time piles up the years all too quickly - 


It doesn't seem long ago when the first snow was a real - 
thrill. Then there was great fun to be had with the gang 
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on the slidin’ hill (with a sled with steel "runners" made 
_ by dad) - and finally, when the day was spent, there was. 

Mother - standing at. the doorway with the lantern ~ wait- 

$5,” to ‘eulde her little *snow-man" in and” brush him off. ~ 


aa But, “Tempus fugit" - 


ee. Collection Man 1 now sits in his sen, ‘ook tne peo 
at the storm, trying to write a collection Speen, 
$3 not much fun in this sordid business of collect-— 
-= not much fum unless you collect now and bo 
= reminders are answe at” 
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Business showmanship 
by ERNEST C. HASTINGS, Pres., “Dry Goods Economist” 


manship is appreciated by few peo- 

ple. Fewer still realize that the 

popular approval of our present era 
or new deal or what you may call it is 
the result of a longing for showmanship 
—an urge for a something to catch the 
eye and imagination of the public. 


= The importance and value of show- 
Md 


duction—maybe it is, but my only pur- 
pose in choosing this subject is to show 
the value and the need of showmanship, 
and particularly showmanship in busi- 
ness. Showmanship will help business 
to the next round of recovery. I am 
firmly convinced it can do just that. 

No one will question but that our 


@ “The public will take care of the consumption. 
The amount bought depends upon business men. . . 


and the firm which employs the most intelligent 
showmanship will get the bulk of the business.” 





Unfortunately, most of us think of 
showmanship in connection with a P. T. 
Barnum or a Ringling Brothers or a 
Buffalo Bill. Perhaps this isn’t so far 
wrong, for after all, if our present ex- 
istence is mot a perfect multi-ringed 
show, then what is? And that’s why 
many like it and many don’t. Everybody 
doesn’t go to the circus or even the 
parade when it comes to town. 

Looking over our histories and our 
books of legend, it is surprising the part 
showmanship has played in the lives of 
men and women who have made history. 

There was Diogenes running around 
town with his lighted lantern looking 
for an honest man whom he never 
found, and Cleopatra with her luxurious 
showboat and dressed in as few clothes 
as most of our modern women, and old 
Nero who played Turkey in the Straw 
on his fiddle while Rome burned, and 
Christopher Columbus who made an egg 
stand on end so he could get enough 
money out of a Board of Directors to 
come over and discover America, which 
some folks now think he should not 
have done. 

I could take up all the rest of the 
space alloted to me pointing out how 
showmanship has changed men’s lives, 
the histories of nations and the maps of 
the world. Even our spiritual life is 
built around the man who saved the life 
of the world by his God-given ability in 
showmanship. 

This may appear to be a long intro- 
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greatest need of the moment is distribu- 
tion ; a greater use of the products which 
we are capable of making in our fac- 
tories. To get this greater use it is neces- 
sary to make people want the things we 
have badly enough to go out and work 
their heads off to get them. 

Give this country one new gadget 
everybody wants and the depression will 
be a thing of the past in a few months. 
We have to make people dissatisfied 
with what they have. Make them want 
what we have to sell. Part of our de- 
pression is due to the fact that everybody 
has or had an automobile and a radio 
and the time had not arrived when 
everybody wanted an airplane. 

Now, there are two ways of selling 
merchandise to people—first, find new 
things to sell the old way, and secondly, 
find new ways to sell old things. The 
first is the hardest problem of which I 
know. 

Again looking at history you will dis- 
cover that really new items come about 
once in a generation. You cannot con- 
sider a dress new just because the skirt 
one year touches the ground and the 
next is above the knees. It may be more 
interesting to us “‘low-brows,” but ‘it is 
still a dress and sells for $3.98. Strange- 
ly, the average woman feels the same 
way about it, for it is a provable fact 
Mrs. Average Public buys a new dress 
because the old one is worn out, not be- 
cause stylists have worried a piece of silk 
into some strange and inexplainable 
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creation. 

A strictly new item must be some- 
thing which did not previously exist, 
such as the automobile or the radio or 
the airplane. Even electric refrigeration 
has meant more to our storage plants 
than it has to the average consumer. 
Most of us still keep our old ice boxes. 

So, if you will accept my apparent 
definition of NEW merchandise, we will 
pass on to our “‘secondly’—new ways 
to sell old things. 

Therein lies the challenge to every 
manufacturer, to every jobber and to 
every retailer. It is something the aver- 
age merchant can do. As a matter of 
fact, it is being done, but it is not being 
done by a sufficient number of distribu- 
tors to make sales equal production. 

New ways to sell old things—if the 
answer isn’t in showmanship, then there 
is no answer. Showmanship in 20,000 
or more stores, showmanship that makes 
people want to buy things they never 
knew they wanted before is the answer 
to many of our present business prob- 
lems. And it can be done. 


Let us start by trying to get showman- 
ship into every piece of merchandise we 
sell. Let us question the present sizes, 
shapes and appearances of our items to 
see if they can be changed in a way to 
make them more modern and more at- 
tractive. The reasons for the sizes and 
the appearance of thousands of items in 
our stores have vanished, but we con- 
tinue to make them in the same old way. 
Most of you recall how long it took us 
to get the “dash board” off our auto- 
mobiles. 


Suppose we take just one example to 
show what can be done on our present 
merchandise—bath towels for example. 
They have always been rectangular. Why 
shouldn’t they be square? When two 
people were supposed to use the same 
towel at the same time, maybe a rec- 
tangular one was best. Now we have 
individual towels, or are supposed to 
have. It is my conviction a square 
towel would be more satisfactory and 
more practical. Look at the centers of 
your present towels at home and see how 


‘unused and unsoiled they are. 


A change of towels to square, instead 
of rectangular, would (Cont. on page 46) 
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Louisiana moratorium is 


a blow to business morale 


One of the worst blows to the re- 
covery of business morale is the 
lu moratorium law recently passed in 
Louisiana, but the credit men of the 
nation still have faith in the business 
men of Louisiana, Henry H. Heimann, 
Executive Manager of the National As- 
sociation of Credit Men, declared in a 
statement for the country’s press made 
after the passage of the Bill. 

“America’s business men know that 
despite this law, the citizens of Louisi- 
ana will pay their bills because they are 
honest people,” Mr. Heimann pointed 
out. 

“It is on that basis that credit exec- 
utives throughout the country will con- 
tinue to extend credit to their credit 
deserving customers in Louisiana. It is 
unfortunate, however, that any Govern- 
ment would seek to enact a law that is 
as confiscatory as the moratorium law, 
and the effect of which over a long 
period of time, can not help but seri- 
ously harm the state. It would be well 
for those who espouse this type of legis- 
lation to consider its effect upon the 
future credit of citizens residing in those 
territories. 

“Credit itself is based upon con- 
fidence—confidence in mutual respect 
of obligations and undertakings—and 
when that is lacking, one of the funda- 
mentals of credit is missing. Despite 
the fact that the Senator from Louisiana 
may have a tremendous following, his 
very best efforts will fall far short of 
the destruction of this confidence be- 
tween credit executives and the citizens 
of Louisiana. He cannot control the 
judgment of credit departments through- 
out the country in their dealings with 
the citizens of his state.” 

Mr. Heimann emphasized the un- 
soundness of the moratorium and went 
on to point out that such a law could 
be used as an excuse by dishonest mi- 
norities in other states for avoiding just 
debts. 

The full text of the Louisiana Bill, as 
forwarded by one of our readers in a 
clipping from a Louisiana newspaper, 
published before final passage of the 
bill follows. As we go to press, it has 
been impossible to get an authenticated 


copy of the bill. We hope to include 
it in our January issue, however. 


AN ACT providing for the suspension of 
all laws or parts of laws relative to the 
enforcement of debts (as herein defined), 
public and private, except as herein provided, 
during the emergency declared to exist, in 
order to provide relief to debtors who are 
unable to meet their obligations for the time 
being; providing that the state bank commis- 
sioner shall be the debt moratorium commis- 
sioner of the state of Louisiana, and provid- 
ing for his jurisdiction and authority under 
this act and the procedure for suspension of 
all laws or parts of laws relative to the en- 
forcement of public and private debts (as 
herein defined). 

Whereas, the severe financial and economic 
depression existing for several years past has 
resulted in extremely low prices for the 
products of the farms and the factories and 
for all kinds of property, a great amount of 
unemployment, an almost complete lack of 
credit for farmers, business men and property 
owners, as well as for debtors of all classes, 
and a general and extreme stagnation of busi- 
ness, agriculture and industry; and 

Whereas, many debtors, public and pri- 
vate, by reason of said conditions, are_un- 
able, and -it is believed will for some time 
be unable, to meet all payments as they come 
due of taxes, interest and principal of their 
debts, and are threatened with undue harass- 
ment and serious loss through the judicial 
enforcement of their debts; and 

Whereas, property sold at execution and 
judicial sales has been and is being bid in 
for prices much below what is believed to 
be the real and normal values and often for 
much less than the indebtedness due; and 

Whereas, it is believed, and the Legislature 
of Louisiana hereby declares its belief, that 
the conditions existing as herein before set 
forth have created an emergency of such na- 
ture that justifies and validates legislation au- 
thorizing the suspension of all laws or parts 
of laws relative to the enforcement of debts 
(as herein defined), public and private; and 

Whereas, the state of Louisiana possesses 
the right under the police power to declare 
a state of emergency to exist, and the Legis- 
lature of Louisiana possesses the power and 
right, under Section 5 of Article XIX of the 
constitution, to authorize the suspension of 
the laws of this state; and 

Whereas, the inherent and fundamental 
purposes of our government is to safeguard 
the public, promote the general welfare of 
the people, secure justice to all, preserve 
peace and promote the interest and happiness 
of the people; and 

Whereas, under existing conditions the 
enforcement of debts (as herein defined), re- 
ducing them to judgment, and the execution 
of such judgments will seriously affect com- 
merce and trade and retard recovery from the 
economic depression now existing; and 

Whereas, it is believed, and the Legisla- 
ture of Louisiana declares its belief, that the 
conditions existing as herein before set forth 
have created an emergency of such a nature 
that justifies and validates legislative au- 


thority for the temporary suspension of the 
laws relative to the enforcement of debts (as 
herein defined), public and private; therefore 

Section 1. Be it enacted by the Legislature 
of Louisiana, that the provisions of this act 
shall not apply to any lien, debt, tax, toll or 
impost due and owing to the United States 
or to any agency, department, bureau, board 
or commission thereof, nor shall the provi- 
sions of this act apply to any lien, debt, tax, 
toll or impost held as security or pledge to 
secure the payment of any lien, debt, tax, toll 
or impost due the United States or to any 
agency, department, bureau, board or com- 
mission thereof; nor shall this act apply to 
any debt or tax, or lien therefor, due the 
state of ‘Louisiana or any of its political sub- 
divisions, agencies, boards, commissions or 
departments. ‘ 

Section 2. In view of the situation herein 
before set forth, the Legislature of Louisiana 
hereby declares that a public economic emer- 
gency exists in the state of Louisiana that 
justifies this enactment. 

Section 3. That the state bank commis- 
sioner shall be ex officio the debt moratorium 
commissioner of the state of Louisiana. Said 
commissioner shall perform the duties of 
debt moratorium commissioner in addition to 
his other duties and without additional com- 
pensation. He shall have authority to em- 
ploy, with the approval of the governor, such 
assistants as he may need to assist him in the 
administration of this act, at such salaries as 
may be fixed by him with the approval of 
the governor, to serve at his pleasure. The 
Legislature hereby gives its consent and au- 
thorizes the debt moratorium commissioner 
or the board of liquidation of the state debt 
to borrow such funds as may be necessary to 
enforce this act, for the payment of which 
loans appropriations shall be made at the 
next regular session of the Legislature. 

Section 4. The debt moratorium commis- 
sioner of the state of Louisiana shall have 
authority, under such rules and regulations 
as to procedure as he may prescribe and pub- 
lish once in the official journal, and upon 
application of the debtor or obligor, after 
hearing contradictorily with the obligee, 
owner or holder of the debt involved, to 
suspend all laws or parts of laws relative to 
the enforcement of any debt (as herein de- 
fined), public or private, except as provided 
in Section 1 hereof, and to suspend all laws 
or parts of laws authorizing the reduction of 
any such debt to judgment or the enforce- 
ment thereof, or the enforcement of any lien, 
privilege or mortgage securing the same, 
through the means of any judgment, con- 
servatory writ, writ of injunction or man- 
damus, writ of fieri facias or execution, or 
order of executory process, or other process 
whatsoever, for such period of time and 
under such terms and conditions as to the 
payment of any part of any such debt, in 
principal or interest, by installment or other- 
wise, as to said debt moratorium commis- 
sioner of the state of Louisiana may seem 
just, reasonable, fit and proper in each par- 
ticular case involved. No suspension shall, 
however, be granted for any period expiring 
after 12 o'clock noon (Cont. on page 39) 
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Insuring earnings 


s Plant and earnings do go hand in hand; 
neither can long exist without the other. Why 
unprotected ? 


insure one and leave the other 


prominent credit organization made 

an investigation of the credit history 

of one hundred merchants and 
manufacturers for a period from five 
years before to several years after each 
had had a fire. Forty-three out of this 
one hundred never resumed business 
and the credit of thirty-one others was 
seriously impaired. 

Why? No doubt in a few instances 
this result was due to insufficient fire 
insurance but this could not have been 
a factor in many cases. The true reason 
lies in the failure to realize fully that 
when fire starts business stops and with 
it business income. 

Two important elements in the ac- 
ceptance of credit are assets on hand and 
earnings. While for a single credit 
transaction assets may be said to be the 
more important, yet for long continued 
business relations involving acceptance 
of credit, earnings must be deemed to be 
the more essential. Ability to pay over 
a long period of time demands that the 
income exceed the outgo. 

Not only are earnings necessary to 
the continued solvency of a business but 
it adds much value and security to the 
assets on hand. The value of much of 
the property of a business when it is a 
going concern is usually many times 
greater than after it has ceased business. 

For years creditors have demanded 
that debtors protect themselves and their 
creditors by carrying adequate fire in- 
surance on their tangible property. This 
is a wise and a necessary condition. In- 
deed, the wide and liberal acceptance of 
credit could not be made without this 
precaution, a conclusion so patent that 
it is accepted without objection by 
debtors generally. 

While the protection of tangible 
property by fire insurance is a universal 
trade custom, yet the protection of the 


SY pone out of a hundred! A 
“ 
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equally important element of earnings 
against destruction by the same hazard 
has thus far in many cases escaped at- 
tention. This is no doubt due to the 
fact that this form of insurance coverage 
is of comparatively recent development. 

While the protection of tangible 
property by property damage insurance 
is many hundred years old, the protec- 
tion of earnings by use and occupancy 
insurance has seen its chief development 
within the last twenty-five years. It is 
quite likely that the adoption of this 
form of insurance has been retarded by 
the name “use and occupancy insurance.” 
This is a very poor term as it does not 
tend to explain the coverage but, on the 
contrary, tends rather to mystify the 
hearer. It has also been called “pros- 
pective earnings insurance” and “busi- 
ness interruption insurance.” By what- 
ever name called, the coverage is the 
same. 

The purpose of use and occupancy 
insurance is to guarantee to a business 
concern that it will emerge from the 
period of inoperation following a fire 
with the same amount of net profits that 
it would have earned had there been no 
fire. Of course, it would little avail this 
concern to pay it the net profits only. 
It would in turn pay out the sum te- 
ceived and much more in addition there- 
to to meet the expenses that necessarily 
continue during the suspension of op- 
erations. 

Therefore, for this concern to have its 
net profits left intact, it would be neces- 
sary for the use and occupancy policy 
to pay these continuing expenses. This 
it not only does, but with one limitation 
pays as well any extraordinary expenses 
incurred for reducing the period of sus- 
pension by engaging in business at an- 
other location or by shortening the 
period of suspension by other means. 

Thus it will be seen that, with 
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adequate use and occupancy insurance 
properly written, the concern will 
emerge from the period of suspension 
with its treasury in the same condition 
it would have been in had no interrup- 
tion occurred. Net profits in the form 
of cash would be in the treasury. Re- 
ceipted bills for all continuing expenses 
would be in the files; salaries of all of- 
ficers, department heads and other essen- 
tial employees would have been paid as 
would be the case with taxes, interest, 
branch office expenses and in fact all 
continuing expenses. 

A loss occurring in the year 1929 in 
Wisconsin affords an excellent illustra- 
tion of the workings of a use and oc- 
cupancy policy. 

Just before the Christmas vacation the 
dormitory housing the Freshman class of 
the St. John’s Military Academy was 
destroyed by fire. It was estimated that 
it would require four months to replace 
the building. Because of the size of the 
town where located it was found to be 
impossible to secure rooms in private 
homes in which to quarter the students. 

It was seen that unless some provision 
could be made within the ensuing two 
or three weeks for taking care of these 
students, this class would be permanently 
lost to the school for the reason that, if 
there were no facilities for caring for 
them within four months after the sec- 
ond semester opened, few students 
would return to this school but go else- 
where; and it would follow that if they 
attended other schools, it would be quite 
unlikely that any would return to St. 
John’s for the remainder of the semester 
or for the beginning of the Sophomore 
year. 

Based upon the length of time re- 
quired to replace the building and equip- 
ment, the U. & O. loss was estimated to 
be about fifty-two thousand dollars. 
Under the provisions of the policy ren- 
dering an insurance company liable for 
any expense incurred to reduce the loss, 








it was agreed between the governing 
body of the school and the adjusters 
that a temporary frame dormitory be 
constructed. 

This was rushed to completion with- 
in about two weeks at a total cost of 
approximately twenty-six thousand dol- 
lars. The dormitory being ready to re- 
ceive them, all but two students returned 
and thus was averted all loss of income 
except that aris- 
ing from the 
two students that 
failed to return. 


No doubt the 
loss to the school 
would have been 
far greater than 
the estimated fif- 
ty-two thousand 
dollars had this 
temporary dor- 
mitory not been 
erected, because, 
if there were no 
Freshman class 
that year there 
would have been 
no Sophomore 
class the next 
year nor Junior 
nor Senior class- 
es during the 
following years. 


Coming back 
now to those 
forty-three con- 
cerns that did 
not resume business it would be a safe 
guess that these concerns did not carry 
use and occupancy insurance to help 
them over this critical period. The true 
cause for their inability to resume busi- 
ness lies in the failure to recognize the 
loss which follows fire—the loss of busi- 
ness income, not property. Use and oc- 
cupancy insurance in all probability 
would have enabled these concerns to 
resume business as usual. 


The, period of time following a 
serious fire is always a critical time. All 
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physical property suffers depreciation. 


The buildings although not new proba- 
bly served reasonably well the purposes 
for which they were occupied. The 
proceeds of the loss thereon although 
insurance be adequate and adjustment 
liberal are not sufficient to pay for the 
new buildings. The cost of betterments 
must come from the pockets of the 
owner. So it is also with machinery and 
furniture and fixtures. 

While it may be admitted that the 
new are more valuable and up-to-date 
than the old, yet in most cases the owner 
very unwillingly stands the cost of the 





of this article, 


betterment and had he his option in the 
matter would have chosen to get along 
with the old. While the cost of these 
improvements and betterments may very 
well be worth the cost thereof, yet when 
this unusual outlay is added to the great 
burden of meeting promptly so many 
continuing expenses with no income out 
of which they may be paid the combined 
load can easily prove too great to be 
borne out of the 
assets on hand 
and the owner 
thus finds it im- 
possible to te- 
sume _ business. 
Only use and oc- 
cupancy —insur- 
ance can lighten 
this burden. 
Plant and 
earnings go 
hand in hand; 
neither can long 
exist without the 
other. Why in- 
sure one and 
leave the other 
unprotected ? 


The science 
of rate-making 


The science of 
rate-making for 
insurance _poli- 
cies is not easily 
understood. The 
average man accepts the insurance rate 
as something one doesn’t argue with, 
or try to understand. And from 
Charles C. Hannah, Manager of the 
Fireman’s Fund Group’s Eastern De- 
partment in Boston, Massachusetts, we 
learn that ‘‘a hundred-and-one” elements 
enter into the science of rate-making. 

“Rate-making is the most complex 
and important element of a business 
which by its very nature is interwoven 
with every phase of life and activity,” 
Mr. Hannah points out. 


“Its complexity arises out of the 
necessity for evolving schedules that 
best fit the various classes of risk, reflect 
the effect of construction, hazards and 
protection and, as nearly as possible, fit 
the final rate to the demonstrated as well 
as the expected cost, at the same time 
carrying the rate level steadily down- 
ward. 

“Its importance is apparent when it is 
realized that price competition from 
non-cooperating insurers must be met, 
and at the same time the security of the 





carriers must be preserved. 

“Because of the many ramifications of 
the subject it is obviously impossible for 
those who are not rate specialists to be 
closely familiar with all of the details of 
rate-making. Nevertheless, certain fun- 
damentals should be understood by all 
who are engaged in the business and in 
turn passed on to the insuring public. 

“It is particularly desirable that the 
policyholder be informed as to con- 
trollable factors which tend to increase 
or lower the cost of insurance. He 
should be advised not merely of the base 
rate and specific charges used in com- 
puting the cost of his insurance, but, 
more important, the underlying reasons 
for the charges and the considerations 
which enter into their determination. 

“It might well be stressed that the fire 
insurance business by its own efforts in 
the direction of improved construction, 
better fire protection and the safeguard- 
ing of hazards, has reduced the average 
rate per one hundred dollars of insur- 
ance in the United States from $1.10 
prior to 1914, to approximately 70c in 
1933. 

“Probably more individual _ policy- 
holders are affected by minimum or class 
rates, so called, than by specific or sched- 
ule rates, inasmuch as the first class takes 
in the vast majority of dwellings. Mini- 
mums can be simply explained as aver- 
age rates based on sectional loss records 
and protection, designed for certain 
classes such as dwellings having char- 
acteristics in common such as use and 
equipment and varying in accordance 
with the degree of public protection and 
construction. 

‘As the result of the efforts of stock 
fire insurance companies, as carried on 
through that great welfare organization, 
the National Board of Fire Under- 
writers, enormous improvements have 
been brought about in fire department 
equipment and operation, fire-fighting 
devices, electrical hazards, housekeeping 
and construction; this, in turn, resulting 
in a lower burning ratio which has been 
reflected by a steady downward tendency 
in minimums or class rates. 

“Specific rate schedules applicable to 
manufacturing and mercantile classes 
have been devised to measure with 
reasonable accuracy the various hazards 
and defects and, by means of the 
charges made for each, to provide an in- 
ducement to eliminate the possibility of 
destructive fires. 

“These schedules, in their very effort 
to scale rates and charges in accordance 
with a descending (Continued on p. 38) 
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Successful credit systems 


Second of a series of articles by H. P. PRESTON 
This month: CLOTHING. Next month: GROCERY 


a century or two ago a “gentlemen” 

seldom paid his tailor. It seemed 

to be a point of honor with famous 
beaux not to own the clothes on their 
backs. A Scottish friend tells me thar, 
even today, there are parts of his coun- 
try where merchants generally, and 
tailors particularly, render bills only on 
January ist and June Ist. Moreover 
there seems to be little effort at collection. 

The only reason I can conjecture for 
a lack of unprecedented emigration to 
this debtor’s Paradise is an uncongenial 
climate. 

The contrast between the large cloth- 
ing manufacturers of today and the 
tailor of one hundred years ago (who 
lost his custom when it was discovered 
that he read books!) is perhaps as 
strongly marked in the credit angle of 
the business as in any other. 

Clothing is, today, treated as merchan- 
dise and is sold on the same business- 
like basis as any other commodity. In 
general, the clothing industry has need 
to be a little cautious in extending credit 
because clothing may rapidly deteriorate 
as an asset in the event of violent style 
or price fluctuations. The trend in 
men’s wear has, however, been towards 
greater conservatism and stability. 

Without benefit of statistics, I feel 
safe in saying that the trend is away 
from custom tailoring to ready-made 
garments. Apart from any economics, 
many men dislike the bother of fittings 
and fussings which accompany hand 
tailoring. In the United States the 
standards of ready-made clothing have 
been constantly raised. Design, fabric 
and workmanship have steadily im- 
proved. The market has been developed 
in an efficient manner. 

Among the companies which have 
been in the vanguard of the ready-made 
industry is the Hickey-Freeman Com- 
pany, of Rochester, N. Y. Through 
‘the courtesy of Mr. A. N. Masucci, 
Treasurer of the company, we are able 
to describe the methods used in han- 
dling the company’s credit routine. 


= If one is to believe what one reads, 
iV} 
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Your cooperation 
is invited 


The following articles in this 
series will survey the Wholesale 
Grocery, Drugs, Paint and Oil and 
other industries. These articles are 
designed to furnish you with infor- 
mation directly applicable to your 
problems. Your cooperation is in- 
vited in making this series as widely 
representative as possible. Even 
though you are not connected with 
these specific industries, any sugges- 
tions or information you may have 
about Credit Systems and Methods 
will be welcomed and used. If there 
are any particular points you would 
like to see discussed or if you have 
any questions you would like an- 
swered, write Mr. Preston in care of 
Credit and Financial Management 
and your request will receive im- 
mediate attention. 


The company receives its business 
through two channels—pre-season book- 
ings by men on the road and mail and 
special orders. 

All orders from new accounts are re- 


ferred to the Credit Department. An 
effort is made to secure financial state- 
ments from all accounts and mercantile 
reports from commercial agencies, Cred- 
it Clearing House and Credit Inter- 
change statements are used. These 
agencies more or less blanket the wear- 
ing apparel field and it is improbable 
that much vital information would be 
overlooked. 

Orders are retained in the Credit 
Department until full reports have been 
received and subjected to a careful analy- 
sis. If the information is satisfactory, 
the order is passed without any limita- 
tions, provided it is for a reasonable 
amount. If the information is not satis- 
factory, the customer is communicated 
with directly and an endeavor made to 
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find some way in which the order can 
be shipped. 

When pre-season bookings are re- 
ceived and approved by the Credit De- 
partment they are passed for manufac- 
turing purposes. only, because they are 
booked two to three months in advance 
of shipment, At the time the order is 
ready for shipment, it is again re- 
checked by making reference to the 
credit file to see if the information is 
satisfactory. How the account appears 
on the books is also taken into consid- 
eration and if there is any substantial 
balance owing on pre-season’s shipments. 

The.Mailing Department maintains a 
Kardex file for all reorder business such 
as mail orders and specials. On ac- 
counts that-have to be referred to the 
Credit Department the Kardex shows a 
red signal. When a pre-season order is 
approved without any limitations there 
are no restrictions placed on it insofar 
as reorder business is concerned. The 
red signal is used only on those ac- 
counts where it is felt that there is a 
credit problem, or where it is desirable 
to have all reorders submitted to the 
Credit Department for checking. 

The Comparative Statement Analysis 
and recapitulation forms shown (Fig. 
1) are filed at the front of the credit 
folder, ahead of all mercantile reports 
and correspondence. Thus a fairly good 
picture of the account is available at a 
glance. 

A relatively simple routine has been 
found effective regarding collections. 
Ledgers are gone through at least twice 
a month. Those accounts requiring it 
are then followed up at intervals, de- 
pending upon the distance of the cus- 
tomer from Rochester. Correspondence 
is filed in a special reminder file to 
come up on the date at which some reply 
should have been received. After giv- 
ing a customer a reasonable length of 
time, further follow-up is made, some- 
times by telegram. When the col- 
lection department has made several 
attempts without results, the account is 
referred to the Treasurer’s office for 
such specific action as may be indicated. 

Inquiries among representative houses 








- 


in several cities reveal that the men’s 
clothing industry, as a whole, almost 
standardizes on this general mode of 
procedure. Variations, according to a 
number of representative credit execu- 
tives, are quite minor. 

One interesting variation in financial 
statements which is meeting with con- 
siderable popularity is the itemized in- 
ventory statement which forms part of 
the Financial Statement required on new 
accounts by Eagle Clothes, of New York. 
We are indebted to Mr. Genzer, of 
Eagle Clothes, for permission to repro- 
duce this form: 


Merchandise Inventory (Please specify how taken) 
Kindly itemize merchandise and value thereof, 
making up the total of Inventory claimed above. 


Number Value 


Suits at cost or less..............+. $ 
Number 

Topcoats at cost or less............ aie esta 
Number 

Overcoats at cost or less 


Woolens at cost or less 


eeeerererorel seceeseces| eee 





This itemization of inventory is an 
important factor in determining the as- 
set value of merchandise on hand. It 
shows specific conditions by items of 
any applicant, whether he is overstocked 
or understocked in topcoats, suits, etc. 
This is said to be a new step in the 
men’s wear field and is become quite 
widely adopted. 

Constant care and check-up are the 
principles of another large Eastern 
manufacturer, who requested that his 
name be withheld. The Standard Cloth- 
ing Statement form is requested from 
all new applicants for credit. Trade 
references are carefully checked. Mer- 
cantile reports and special clothing in- 
dustry data are closely analyzed. After 
credit has been reasonably checked, or- 
ders are O.K.’d for manufacturing pur- 
poses only. 

During the several weeks that inter- 
vene between manufacturing and ship- 
ment, accounts are carefully investigated 
so that all pertinent data is compiled 
when the shipping date comes. All 
references and other credit data are then 
filed in a single folder so that all infor- 
mation is accessible in one place. When 
necessary, a limit is assigned to an ac- 
count and the usual care is exercised to 
see that orders remain within the estab- 
lished limit. 

Ledgers are kept on visible looseleaf 
records, with account names always in 
sight. The ledger cards are easily re- 
moved if necessary. The cards are num- 
bered from 1 to 31 horizontally across 
the top. A green tab, with a hole in the 
middle, signifies collection effort under 


way. Its position indicates the date on 
which a reply to collection letter is ex- 
pected. The number shows plainly 
through the hole, but the mere position 
of the tab, in itself, indicates the date. 
Since all tabs for the same day are in a 
straight line, a glance down the file 
shows about how many accounts are to 
be followed up on any particular day. 
Ledgers are gone through every day 
and all accounts marked therefore are 
followed up. When the original col- 
lection letter is written, the tab is slid 
over a far enough distant date to permit 
receipt of letter and customer’s reply. 
With regard to orders for immediate 
delivery, the routine is generally similar. 


Should the account be an active one, 
reference is made to its ledger status. 
If no due or past due items appear and 
the order is within the established limit, 
shipment is made at once. Past due 
items, orders slightly exceeding the 
credit limit, call upon the credit manager 
to exercise his judgment. For the test 
of a credit executive’s ability is his suc- 
cess in handling the exceptions to his 
strict routine. These are, in fact the 
challenges that every‘ credit executive 
accepts as proving his fitness for his 
work. 

The men’s clothing industry exempli- 
fies the control feature of credit. For 
credit is passed upon (Cont. on page 41) 





COMPARATIVE STATEMENT ANALYSIS 
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Score sheet of collection and sales conditions 


Little Rock 
Phoenix 
Los Angeles 
Oakland 
San Diego 
Denver 
Pueblo 
Hartford 
Washington 
Jacksonville 
Tampa 
Atlanta 
Lewiston 
Chicago 
Peoria 
Evansville 
Fort Wayne 
Indianapolis 
South Bend 
Terre Haute 
Cedar Rapids 
Davenport 
Des Moines 
Ottumwa 
Sioux City 
Wichita 
Louisville 
New Orleans 
Shreveport 
Baltimore 
Boston 
Worcester 
Detroit 
Flint 
Jackson 
Kalamazoo 
Duluth 
Minneapolis 
St. Paul 
ee a 
t. Jos 
St. pas 
Billings 
Great Falls 
Helena 
Omaha 





City Collections City 


Newark 
Albany 
Binghamton 
Buftalo 
Elmira 
New York 
Rochester 
Syracuse 
Charlotte 
Grand Forks 
Columbus 
Dayton 
Toledo 
Youngstown 
Oklahoma City 
Altoona 
Harrisburg 
Johnstown 
Philadelphia 
Providence 
Sioux Falls 
Chattanooga 
Knoxville 
Memphis 
Dallas 
El Paso 
Houston 
Waco 
Salt Lake City 
Bristol 
Lynchburg 
Richmond 
Roanoke 
Bellingham 
Seattle 
Spokane 
Tacoma 
Bluefield 
Charleston 
Clarksburg 
Huntington 
Parkersburg 
Wheeling 
Wis. Milwaukee 
| Oshkosh 
Hawaii Honolulu 





Collections 


Fair 
Slow 
Fair 
Fair 
Fair 
Fair 
Fair 
Fair 
Good 
Fair 
Fair 
Good 
Slow 
Slow 
Slow 
Slow 
Slow 
Slow 
Good 
Slow 
Slow 
Good 
Good 
Good 
Fair 
Fair 
Good 
Fair 
Fair 
Fair 
Good 
Good 
Good 
Fair 
Fair 
Fair 
. Slow 
Fair 
Fair 
Fair 
Fair 
Fair 
Fair 
Fair 
Slow 
Slow 





Sales 


Fair 
Fair 
Fair 
Fair 
Fair 
Fair 
Fair 
Fair 
Good 
Fair 
Fair 
Good 
Slow 
Slow 
Slow 
Slow 
Slow 
Slow 
Fair 
Fair 
Fair 
Fair 
Good 
Good 
Fair 
Fair 
Good 
Fair 
Fair 
Fair 
Good 
Good 
Good 
Fair 
Fair 
Good 
Fair 
Fair 
Fair 
Fair 
Fair 
Fair 
Slow 
Fair 
Fair 
Slow 


(Because of distance, Honolulu report is for October) 


Collections and sales comments: 


Tampa, Florida, reports an expected 
increase in sales from now on dur- 
lu ing the winter months because of 
(1) the flow of tourists to this state, 
(2) am increase of 50 per cent in 
planted acreages and (3) the Govern- 
ment agencies dumped around a million 
and a half dollars into the laps of North 
and Central Florida farmers last year, 
and direct subsidy checks will bring 
them another million this year . 
Washington, D. C., believes the home 
owners’ loans are improving collections 
on old items, especially liens and judg- 
ments and building is expected to im- 
prove soon. This should help the 
wholesale business very much . . . Build- 
ing permits for the first ten months of 
1934 for Shreveport, Louisiana, amount 
to $980,000.00 as compared with $389,- 
000.00 for the same period in 1933. 
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Continued warm weather is affecting re- 
tail sales in this section. Postal receipts 
for Shreveport for the first ten months 


Summary 


This month: 
Collections: 


Good 21 
Fair 54 Fair 59 


Sales: 


Good 19 


Slow 17 Slow 14 


Last month: 
Collections: Sales: 
Good 21 Good 28 
Fair 64 Fair 63 
Slow 17 Slow Il 


of 1934 show a gain of $34,204.84 over 
the same period for 1933 . . . Condi- 
tions in Detroit, Michigan, are “fair, 
considering the low employment level. 
The new Ford car is expected to be 
shown soon, which is expected to help 
employment. The people are really try- 
ing to pay what they owe” ... The 
textile strike in Providence, Rhode Is- 
land, last month slowed up collections 
... A survey of representative firms in 
Chattanooga indicates a tendency toward 
improvement . . . The cotton and seed 
in Memphis, Tennessee, are bringing 
the best prices in years . . . Collections 
in Bellingham, Washington, have shown 
an improvement since the settlement of 
longshoremen’s strike, which was highly 
detrimental. Sales were very adversely 
affected by longshoremen’s strike, imme- 
diately showing an improvement upon 
settlement of the strike. There has been 
a slight decline of late, however. 
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The business 


thermometer: 


newspaper headings such as: “ ’Fris- 

co’s Retail Trade Increase Is Im- 

pressive,” “St. Louis Business Area 
Pervaded by Optimism,” ‘Michigan In- 
dustries Prepare for Sharp Gain in 
Business,” “Trade Gain Shown in Chi- 
cago Area,” “Buying Continues Active 
in New York Area Reflecting Steady 
Demand for Retail Merchandise.” 
These stories of business conditions, 
while a bit optimistic, are in reality an 
excellent barometer of the actual trend 
in the trade situation in various sec- 
tions. 

RETAIL TRADE: Starting with the 
first week in November and running 
through to the 20th, there was a notice- 
able increase in retail sales in many sec- 
tions. Some of these gains in the 
medium sized cities ran as high as 25% 
to 40% ahead of last year’s figures. The 
New York metropolitan area was per- 
haps the lowest in this lineup of this 
retail-sales advance, but the gains in 
Gotham were important. 

BASIC INDEX: Car loadings, ac- 
cepted as one of the best yard sticks of 
the progress of business, have set the 
chart makers to checking back over their 
figures to be sure they are right. Dur- 
ing November and December car load- 
ings generally have shown a sharp 
falling off. The record for the week 
ending November 19 indicated a drop 
over the first week in the month, but 
the chart makers point to the fact that 
the drop is much smaller than the aver- 
age decline for the past 15 years. Elec- 
tric output also is holding up in a 
strong position as compared with the 
average line for the early winter months. 

CORN BELT PROSPECTS: Reports 
from the corn-belt indicate a consider- 
able decrease in the estimate of the actual 
harvested crop. This had the effect of 
boosting corn prices to the highest fig- 
ure of the year for December and July 
futures. These higher.corn prices, it is 
expected, will react for a boost of pork 
prices. Experts also point to the fact 
that the higher price of feed should also 
bring an advance in cattle prices. This 
should benefit the corn belt which is re- 
ported as having a higher per-capita of 
feeding cattle than the grass states. 


5 Mid-November brought a number of 
w 


COMMENT ON COMMERCIAL 
CREDIT: The following editorial com- 
ment in Barron’s financial weekly about 
the general commercial credit situation 
is significant: 

“For a long time it has been obvious 
that there were billions of potential 
bank credit available for business, but 
that borrowers dared not borrow and 
lenders dared not lend. Gradually the 
government has come to the realization 
that these billions of potential credit 
could be much more effective in restor- 
ing business volume and employment 
than could the limited expenditures of 
the government itself. The best explan- 
ation of recent gestures toward currency 
stability, co-ordination of government- 
lending activities, and definition of 
social-insurance plans would seem to be 
that the Administration desires to get 
both the banks and potential borrowers 
in a confident frame of mind so that 
they will be willing to tap the credit 
base which is now lying idle. Thus a 
psychology of orthodoxy—that is re- 
liance on established credit procedure— 
has been inculcated in the business 
world; strengthened by a psychology of 
fear that unless business does take the 
initiative, a wild Congress will.” 

AUTOMOBILE TRADE: “What 
will happen in the auto trade during 
December?’”’ This is the question being 
asked in the steel and rubber industries 
as well as in a long list of accessory 
trades. Many eyes will be turning to 
the River Rouge plant of the Ford Motor 
Company during the first week in De- 
cember, when it is expected, the new 
Ford models will be announced. Chev- 
rolet has let it be known its new model 
will not come out until after the Ford 
model is on the market. General Motors 
will announce its plans in various lines 
between now and the middle of Janu- 
ary, but in the mean time are placing 
orders which affect the steel market con- 
siderably. The magazine “Steel’’ has 
the following comment to make upon 
the influence of the auto trade upon the 
steel market: 

“Specifications from automobile 
manufacturers are expanding moderate- 
ly,” the review observes. ‘“There have 
been no suspensions (Cont. on page 42) 
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Credit-sales 


cooperation 


by R. M. RYAN, Credit Manager, 
RCA Radiotron Co., Harrison, N. J. 


ness organization of any size there 

was always a bad feeling between 

the Credit and Sales Departments. 
However, that is, or should be, far from 
the truth today because every Credit 
Manager alive to his responsibilities is 
just as much interested as the Sales 
Manager in building a satisfactory sales 
volume. 

It is quite obvious therefore that we 
in the Credit Department not only 
expect to cooperate with the Sales De- 
partment but also look for their full co- 
operation in return. 

Years ago, the salesman was looked 
upon merely as an “order taker.” Con- 
ditions today are decidedly different for 
at present the salesman is expected to 
give full consideration to every possible 
phase of the prospective customer’s busi- 
ness before entering into definite nego- 
tiations. 

Among other things he should make 
an effort to determine the prospect’s 
local reputation, take particular note of 
the location and appearance of the 
premises, and the condition of the stock 
carried therein. Furthermore, he must 
remember that there are essential de- 
tails the Credit Department must have, 
such as an up to date financial state- 
ment and a list of the suppliers from 
whom the prospect is then purchasing. 

This is particularly true when the 
prospect is located at a point pretty far 
removed from the office of the Credit 
Manager because it is much easier for 
the salesman to obtain this detailed in- 
formation at the very outset of relations 
than it is for the Credit Department at 
some later date when the subject has 
become “‘cold” in the mind. of the pros- 


= In years gone by within every busi- 
» 


pect. 
Obviously, it is the responsibility of 
the Credit Department to investigate the 
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prospect through the many available 
sources. The information obtained must 
be analyzed and a definite decision ren- 
dered without any appreciable delay. 
Very often such a decision is based en- 
entirely upon information obtained 
through outside sources and it is be- 
cause of this that I stress the importance 
of the salesman obtaining as much in- 
formation as possible locally. Certain 
characteristic details obtained in such a 
manner may have considerable bearing 
on the decision rendered by the Credit 
Department. 

We in the Credit Department nat- 
urally expect the Sales Department to 
recommend some situations which, in 
our opinion, are not satisfactory from a 
credit standpoint. After all, in our ef- 
fort to build sales volume we must not 
overlook the fact that unnecessary credit 
risks are likely to eat heavily into any 
possible net profits and consequently off- 
set a good portion of the sales work 
otherwise accomplished. 

However, we must remember that 
certain situations are turned down be- 
cause of lack of information and on such 
occasions it should be the duty of the 
Credit Department to supply the sales- 
man with the complete story so that the 
latter may have an opportunity of ob- 
taining whatever additional details may 
be required to justify a reversal of the 
decision. 

The best cooperation the Credit De- 
partment can extend the Sales Depart- 
ment is through a personal visit to the 
various accounts on the Company's 
books. These personal calls should be 
made as often as possible even though 
the risk is desirable from every point 
of view. It enables the Credit Manager 
to become better acquainted with his 
accounts and results in much more har- 
mony between the two when necessary 
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to correspond about any phase of their 
dealings. 

In addition to this the Credit Man- 
ager through wide experience can very 
often be of constructive help to the cus- 
tomer by suggesting the elimination of 
unnecessary routine work and other ex- 
pense items ordinarily overlooked by 
busy officials and anything of this char- 
acter in my opinion goes a long way 
toward building good will insofar as the 
sales representative is concerned. 

In conclusion may I say that every 
discussion of this particular subject 
brings very clearly to mind the follow- 
ing lines, written by J. Mason Knox, 
which undoubtedly should be kept con- 
stantly before us in our every effort to 
create harmony between the Credit and 
Sales Departments. 


“It ain’t the guns. nor armament, — 
Nor funds that they can pay, 
But the close co-operation, 
That makes them win the day. 


It ain’t the individual, 
Nor the Army as a whole, 
But the everlasting team-work, 
Of every bloomin’ soul.” 


Mark-down 
and styles 

A thorough knowledge of phenomena 
of the style or fashion cycle with all its 
ramifications is the outstanding requisite 
for the successful operation of. a wom- 
en’s coat and suit business, the Depart- 
ment of Commerce has found in a study 
of the cause and control of matk-downs 
in that industry. 

The study, ““Mark-downs in Women’s 
Coat and Suit Industry—Their Cause 
and Control,” shows clearly the direct 
bearing which the problem of style 
obsolescence has on profits in the gar- 
ment trade. Suggested methods for the 
control of mark-downs are offered in the 
report, though it is recognized that re- 
ductions cannot be entirely eliminated. 

Eleven coat and suit manufacturers 
permitted a complete analysis of their 
operations for this study, which was 
made possible by the close cooperation 
of the Merchants Ladies Garment Asso- 
ciation of New York City. A commit- 
tee from the Association cooperated to 
secure representative garment manufac- 
turers for this analysis. 

The study was made by Stanley L. 
Kedzierski, of the Marketing Research 
and Service Division, Bureau of Foreign 
and Domestic Commerce. “The women’s 
coat and suit industry,” Mr. Kedzierski 
points out, “faces a peculiar problem in- 
cident to the variations (Cont. on p. 34) 
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No longer need the operator's hand leave touch position 
to return the carriage. The “Carriage Return Key” on 
Burroughs Electric Carriage Typewriter instantly returns the 
carriage to the starting point or to any pre-determined 
intermediate point, and the paper spaces up automatically. 
This makes touch typing complete. Shifting for capitals is also 
electric. Size, shape and keytouch are like other Burroughs 
Standard Typewriters. Write for free, descriptive booklet. 
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This 


month’s collection 


letter: 


Submitted for the approval of our readers 


by WEBB R. CHARLES, Globe Oil & Refining Co., Wichita, Kansas 





Gentlemen: 


THE CIGARS 
ARE ON USII! 


If | were there, and you gave me a check for $212.50 in payment 
of our September 3 invoice, | would give you a cigar; so here it is, 
in anticipation of your check. 


Thanks a lot. 


Yours truly, 


Webb R. Charles, 
The Globe Oil & Refining Co. 





for your consideration for “This 

Month’s Collection Letter’ in 

CREDIT AND FINANCIAL MANAGE- 
MENT,” Mr. Charles writes, ‘because we 
believe it a departure from the usual 
run of collection letters. 


= “We submit the attached . letter 
V) 


‘For some time we have been trying 
to make our requests for payment of 
accounts less formal. At the very best, 
a typewritten letter containing a request 
for money is a very cold and formal 
‘communication for a customer to receive. 
We have had excellent results from this 
letter and some nice comment from our 
customers receiving it. It seems to have 


CREDIT and FINANCIAL MANAGEMENT 


28 


taken at least. a little of the ‘chill’ 
away from the Credit Department.” 

And, may we add, the letter made the 
conductor of this page happy too. 
Where you see the circle with the words: 
“Here is the dime,” there arrived a genu- 
ine dirne which was shortly traded for a 
cigar. Thank you, Mr. Charles, this job 
is pleasing us more and more! 


Supplementary to your collection let- 
ter efforts there should be reliance on 
Credit Interchange reports. With Inter- 
change reports before you on each of 
your accounts, you will attain maximum 
effectiveness in using the collection let- 
ters presented here. 
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National Association of Credit Men, 
One Park Avenue, New York, N. Y. 





GALLOWAY 


Jbrough the Changing Years... 


protect your property, protect your business, protect 


yourself with insurance or bonds in the Standard of Detroit . . . an experienced, 50-year old institution 


whose strong financial structure provides assurance that all fair claims, whether presented now or in 


years to come, will receive prompt and just attention. x More than a million people now enjoy the 


security of Standard’s protection. Over 136 millions of dollars have been paid on behalf of assureds. 


Automobile . . . Personal Accident and Sickness . . . Burglary and Holdup .. . Plate Glass 


- - - General Liability . . . Workmen’s Com sation . . . Fidelity and Surety Bonds 
y pen ty ty 


Write for enlarged mat print of this photograph, suitable for framing. No obligation. 
STANDARD ACCIDENT INSURANCE COMPANY of Detroit 
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the new books 


=A 
Reviews of the important 
books on business, to aid 
executives whose read- 
ing hours are limited. 


This month's 
\ business book 


The "New Deal''— 


pro and con 


THE NEW DEAL IN ACTION by 


Schuyler C. Wallace: Harper & Bro., 

New York. $2. 

ROOSEVELT Versus RECOVERY by 
Ralph Robey: Harper & Bro., New 
York. $2. 

Professor Wallace and Dr. Robey, 
both of Columbia University, view the 
Roosevelt administration from opposing 
poles. Says Professor Wallace: “One 
thing only is certain. At the moment 
the United States is much better off by 
virtue of the recovery program than it 
it was before that program was inaugu- 
rated.” “We travel the path to fascism 
and absolute dictatorship,” says Mr. 
Robey, and “if we are to prevent such 
a national disaster, we must turn back 
to the tenets of liberal capitalism. . . . 
It is a choice between the New Deal 
and sound prosperity. It is Roosevelt 
versus Recovery.” 

Both authors agree that our economic 
life was disrupted and that, on March 
4, 1933, all of our banks were closed. 
Both agree that the Emergency Banking 
Act, while solving the immediate crisis, 
did not correct the basic defects of our 
banking system. Further, the authors 
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are in accord that weak banks have been 
bolstered up by the Reconstruction 
Finance Corporation. In fact, there is 
a fairly general agreement between 
these writers as to points of fact. Their 
interpretations differ radically. 

Professor Wallace sees the New Deal 
as essentially an effort to prevent the 
proletarianization of large sections of 
the middle class. Mr. Robey feels that 
the entire program is devoted to the 
saving of bankrupt proprietors, to the 
exclusion of all others. 

While both books are interesting read- 
ing and are intended for laymen, I 
regret that specialists deem it necessary 
to write quite so simply and “color- 
fully.” As a chronically ill-humored 
troglodyte I also mourn the absence of 
specific references to “book, line and 
verse’”’ of, as more recondite critics say, 
adequate documentation. None the less, 
I advise pro and anti New Dealers to 
read both books—and fight it out by 
their firesides. ML P. . 


Among those present: 


ACCOUNTANTS’ REPORTS. By W. 
H. Bell, C.P.A. The Ronald Press 
Co., N. Y. $5.00. 

There are three splendid chapters on 
balance sheets in this third revised edi- 
tion of Accountant Bell’s well-recog- 
nized work first published in 1921 and 
revised in 1925. ‘The current revision 
is due to radical changes in accountancy 
practice, largely as the result of the re- 
actions from the inflation period. An 
excellent volume this, worthy of the at- 
tention of every credit executive inter- 
ested in accounting reports. 


LIBERIA RE-DISCOVERED. By James 
C. Young. Doubleday Doran and 
Company, Garden City, New York. 
$1.50. 

It was over a century ago that a group 
of people who were interested in the 
abolition of slavery decided that the best 
way to accomplish this would be to help 
the slaves back to Africa. For this pur- 
pose, the territory on the Western Coast 
of Africa was selected. It has since 
been known as Liberia and is governed 
with a democracy very like that of the 
United States. To some extent it was 
a success, but it did not solve the slavery 
problem. in the United States as had 
been hoped. 

Then. the little country dropped out 
of sight and was almost forgotten, al- 
though Americans have always had a 
sentimental interest in it. Early in the 
past decade American rubber interests 
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entered this country with the purpose of 
establishing the rubber industry there 
and thus being less dependent upon 
areas controlled by foreign nations. In 
this book, Mr. Young tells the story of 
Liberia and with it, the story of Fire- 
stone, for it was through this American 
company that the rubber industry was 
stimulated in Liberia. —P.H. 


Bank credit 
survey 


It is virtually impossible for the small 
business man to borrow the working 
capital he needs from banks or from 
Government agencies, the Census Bu- 
reau of the Department of Commerce 
reports. 

This conclusion is the result of an 
extensive survey of 16,500 concerns 
hiring from 21 to 250 wage earners. 
Two-thirds of those answering were 
found to be good credit risks. 

It is estimated that a revolving fund 
of $1,100,000,000 would be required to 
supply the capital needs of the small 
business concerns of the whole country. 

The survey was conducted by E. C. 
Van Diest of the Business Advisory and 
Planning Council and the report is 
signed by William L. Austin, director 
of the Census. 

Remedies suggested were setting up 
an intermediate credit system of twelve 
banks to issue loans and discount bank 
paper, with $100,000,000 capital ob- 
tained from the U. S. Treasury and sale 
of debentures. 

Bank examiners were urged to be 
more lenient in classifying small loans 
and get the view of the business man 
as well as of the financier. 

Federal Reserve Banks and the RFC 
were urged to provide simpler methods 
of making direct loans and to show 
more willingness to lend for five years, 
instead of insisting on loans of three 
to six months. 


Just pegging along 

The following letter was received by 
one of the members of the National As- 
sociation, in answer to a request for a 
financial statement. Its evident good in- 
tent and humor is indeed refreshing. 
Gentlemen: 

We pay our bills, sometimes take the 
discount, sometimes we can’t. Pay most- 
ly on time. Sometimes a little late. 
However, we do our best. 

I can fill in your sheet with anything 
I desire and you don’t know a thing 
more than you do now. For 15 years I 
have not filled out an information blank 
for anybody. The best rated man I 
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knew in these parts, rated A-1 while in 
business, retired and later committed 
suicide. Then we found he had bluffed 
his way through life. Left nothing but 
debts of borrowed money. 

One other bird got me for $900. So 
rating cuts no ice with me. 

However, if you desire it I am giving 
you a check for $187.44 covering 
$195.25 less $7.81. 

We don’t generally pay first bill 
promptly and stick you for next one. 
Been in business nearly 20 years. Mak- 
ing honest living. Not too far ahead, 
but pegging along. 

Yours truly, 
Minneapolis Bulletin. 


A Credit Drive 


They're making drives, 
For this and that; 
For weary dogs 
Or some tired cat. 


But I propose 

A shaft of gold 
An acre square, 

With height untold. 


Unto the man 
Who always pays 

His discount bills, 
Within ten days. 


Or, if he pays 

When due, instead, 
He never dates 

His checks ahead. 


Or, if perchance 
By note, he pays, 
He wants no extra 


Thirty days. 


Let’s get together— 
Have a drive 

To capture such 
A man, alive. 


And when he’s caught, 
We'll all bow down 
And place upon 
His head, a crown. 
—Harry C. BARNES. 


Obstinate patient 

Family Doctor: ‘Your husband’s not 
so well today, Mrs. Maloney. Is he 
sticking to the simple diet I prescribed ?” 

“He is not, sorr,’ came the reply. 
“He says he'll not be after starvin’ him- 
self to death just for the sake of livin’ 
a few years longer.” 

—"The Kablegram.” 
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We have an idea that if everyone gave themselves a 
Christmas present, there would be satisfaction on Christmas 
day with at least one present. And for that reason, we are de- 
veloping the idea here. The particular development we can give 
in this message is to suggest that you fill in your name on the 
enclosed coupon and send it to us. Be your own Santa Claus! 


No doubt you get the idea but we would like to elaborate. 
In these times, a knowledge of credit and collections is essential 
to successful conduct of business affairs. There was a time—a 
time that is definitely past—when the man back in the corner 
of the office handled credits and collections and was truly a 
“forgotten man.” But “them days are gone forever.” 


Today, credit is the dominant force in business. The very 
word itself appears on the front page of almost every newspaper 
in the country at least once each day. A knowledge of credits 
is as necessary in business today as is the type with which this 
message is printed. 


If you are interested in improving your position, be your own 
Santa Claus! And, if we may paraphrase the suggestion of the 
Post Office department, “do your Christmas shopping early.” We 
recommend that you mail us the coupon below when you have 
a chance to get around to it. Or better yet, mail it today and 
you will have our answer just as soon as the Christmas rush 
allows. 


One of the biggest enrollments in years is doing this very 
thing. And that last sentence we leave with you as words t 
the wise. 


INSTITUTE 
Leart 





NATIONAL INSTITUTE OF CREDIT, Dept. 12, One Park Avenue, N. Y. 


Please send me details of your NEW course in Credits and Collections. 





































































































































































































































































































































































| wholly disapprove of 
what you say and will 
defend to the death 
your right to say it.— 
Voltaire to Helvetius 


Jones on loans 


Gentlemen: 

Industrial concerns, eligible to borrow 
funds from the Reconstruction Finance 
Corporation for the purpose of main- 
taining and increasing employment, have 
not yet taken full advantage of the as- 
sistance which the Corporation is pre- 
pared to extend. 

Congress provided that such loans 
might be made to industrial and com- 
mercial businesses subject to the follow- 
ing requirements: 

(1) That the business must have 
been established prior to January 1, 
1934. 

(2) That such loans be adequately 
secured. 

(3) That maturity of loan must not 
exceed five years. 

(4) That borrower must be solvent 
at the time of disbursement of the loan. 

(5) That credit at prevailing bank 
rates for loans of the character applied 
for not be available at banks. 

(6) That reasonable assurance of in- 
creased or continued employment of 
labor be given. 

_ (7) That the aggregate of such loans 
to any one borrower made directly or 
indirectly shall not exceed $500,000. 


(8) That such other provisions as 
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the Reconstruction Finance Corporation 
may impose be complied with. 

The Directors of the Reconstruction 
Finance Corporation feel that these 
loans should be made in such a way 
that the available funds can be utilized 
as fully as possible for the advance of 
permanent business recovery. This ob- 
jective can be accomplished best if the 
moneys loaned by the Corporation are 
used principally to supply funds for the 
payment of labor and the purchase of 
materials incident to the normal opera- 
tion of the business, rather than for 
the payment of existing indebtedness, 
though in exceptional cases a small part 
of the loan may be used for payment of 
existing debts or for the financing of 
construction, improvements and/or re- 
pairs that do not materially increase 
capacity. When a loan is to be used 
primarily for labor and materials, a 
small portion of the loan may be applied 
to these latter purposes when necessary 
to assure ordinary and efficient op- 
eration. 

The Corporation will make loans in 
cooperation with banks, or by the pur- 
chase of participations in loans made by 
banks. In cases of national banks, only 
the bank’s participation in such loans, 
rather than the full amount of the loan, 
must be within the legal limit which 
may be loaned to any one customer, and 
accordingly this plan will allow sub- 
stantially greater credit to be extended 
through such channels to borrowers who 
are already borrowing up to their legal 
limit. 

The depression years have left many 
enterprises in very much involved and 
weakened positions, but our experience 
has led us to believe that where present 
creditors are willing to cooperate by a 
proper adjustment of existing debt struc- 
ture, many such enterprises may be 
safely supplied with additional funds 
that will enable continuing operations 
on a sound basis. 

Accordingly, we suggest to industrial 
concerns, to which credit at prevailing 
bank rates for loans of such character is 
not available but which can offer ade- 
quate security (even though such secur- 
ity may be frozen and therefore not 
generally acceptable to banks) and 
which can profitably use additional 
funds for labor and materials, that they 
communicate with the local loan agency 
of this Corporation serving the territory 
in which such concerns are located. 

Each Loan Agency of the Corpora- 
tion will, when requested, assist and ad- 
vise with applicants in determining their 
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eligibility and in the preparation of ap- 
plications. 
Yours very truly, 
Jesse H. JONES, 
Chairman of the Board, 
Reconstruction 
Finance Corp., 
Washington, D. C. 


Post-dated checks: 
pro and con 
Gentlemen: 

Mr. Schlirf, who writes “This Month’s 
Collection Letter” does not give himself 
any credit as a credit man by suggesting 
postdated checks. If his customers are 
in such dire straits that they cannot 
issue a good check for such a small 
amount as $37.64, the chances are that 
they never were good credit risks. 

I have just finished talking with a cus- 
tomer whose account we have refused to 
carry after this month because of this 
very practice—issuing postdated checks. 
The customer said that the people with 
whom he did business insisted on get- 
ting a check, even if it was postdated. 
I found it hard to believe that any con- 
cern could be so shortsighted but this 
month’s letter is the proof. I cannot see 
why, if the concern feels the check will 
be good at a later date, they are not will- 
ing to wait until their customer has the 
money in the bank. Almost any banker 
will tell you that there are far too many 
people who date their checks ahead of 
their own volition without having 
credit men urge them to do so. Many 
of them issue such checks with no hopes 
or expectations of being able to meet 
them. This not only causes extra work 
for the banks, but helps to give checks a 
bad reputation. 

I hope that none of your many readers 
will adopt the ideas in Mr. Schlirf’s 
letters. 

Very truly yours, 
S. K. Tutte, Auditor, 
Nat'l Bank of Commerce 
and Trust Co., of 
Providence, R. I. 


Gentlemen: 

If there were no “Nays” or “Ayes” 
in the lawmaking bodies of our federal 
government, there would be no need for 
elective contests. I can go further: 
there would be no necessity for man’s 
mind ever to create ideas and analyze 
them to the point that a workable idea 
is a good one. 

In defense of accepting post-dated 
checks in payment of accounts, from my 
observation, it has been one of long 
practice—perhaps abused at times, but 
then again, one used as a collection 
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medium with excellent results to the 
seller and buyer alike. We need not 
turn the pages of credit back very far 
to find the inauguration of selling and 
paying on the installment plan, and we 
find “pros and cons” on this subject 
also. 

Modern distribution of products, as it 
were, has given us the thought that the 
source of supply on all commodities was 
right at our elbow, and many merchants 
today have taken on too many sources of 
supply—in other words, they are buying 
from ‘“Tom, Dick, and Harry” with the 
result that a credit manager finds a col- 
lection in his lap which from the stand- 
point of a credit risk appeared to be a 
good one at the time the order was 
passed. 

The point of contention cannot be as 
to amount—it may be $37.64 or $3,764. 
It’s a receivable, and it’s his job to put 
the amount in the collected column, and 
on the credit side of the ledger. 

It is wrong, I believe, to accept a post- 
dated check without a thought of fol- 
lowing it through to a satisfactory con- 
clusion, and by that I mean payment on 
its first trip for clearance. Let me il- 
lustrate. Isn’t it a good idea to notify 
the maker of a post-dated check by a 
courteous letter five days before the date 
of deposit? It does give the fellow a 
chance to “‘check up” on himself and his 
bank account. If no response in the 
negative, the check then is deposited and 
another letter on the day of deposit goes 
forth announcing to the merchant the 
act and deed. 

If these ideas, then, in fact and prac- 
tice, are not becoming to a credit man, 
I stand outside the circle and a liability 
to the credit fraternity. I am, however, 
proud to say in conclusion, that the cor- 
poration with whom I am associated re- 
ceives in a business day by far more 
checks for immediate deposit than those 
post-dated; but I also want to remark 
that the elimination of post-dated checks 
in business will not, in my opinion, 
lessen the “N.S.F.” evil. 

In a jocular vein, we have more than 
post-dated checks to harass our troubled 
minds—even beverages now come to us 
dated, which perhaps too is another 
worry to banking. 

Henry C. SCHLIRF, Secretary, 
Henry C. Garott, Inc., 
St. Paul, Minn. 


Collecting 
by telegraph 
Gentlemen: 

In reviewing our files of collection 
letters clipped from your magazine we 
have been attracted by the telegram pub- 


lished in your issue of December, 1933. 

There has always been a question in 
our mind as to just how extensively 
telegrams may be used for collection pur- 
poses without encountering legal diffi- 
culties. We assume, however, that tele- 
gtams are considered as confidential 
communications and, under the circum- 
stances, can be used without being con- 
sidered as disclosing any information to 
detriment of creditor. In other words, 
they are not in any way considered as 
the same nature as post cards which can- 
not of course be used for collection pur- 
poses. 

We would appreciate any information 
which you can give us on this subject. 
Very truly yours, 

H. H. Parks, 

Chicago Spring Hinge Company. 
There is no legal objection to 
telegrams demanding payment of 
an account which is due or even 
threatening suit in the event of 
non-payment of such an account, 
but avoid threats of bankruptcy or 
criminal prosecution unless ac- 
count is paid, which constitute 


libel in some states, we are in- 
formed. 


Sound money 
meetings 

In an effort to crystallize the money 
problem and to ascertain the opinions of 
business men, Executive Manager Hei- 
mann announced on November 10th 
that during the month of January each 
of the local N. A. C. M. Associations 
would be requested to devote one eve- 
ning meeting to the discussion of sound 
money. 

The announcement emphasized that 
the money program would be scheduled 
for laboratory treatment. The credit 
executives throughout the United States 
are vitally interested in money, Mr. 
Heimann said, and these meetings are 
designed to be educational in character, 
with full periods of discussion and the 
conclusions will be deduced by way of 
resolutions to administration and Con- 
gressional leaders. 

If past attendance records at the 
Association meetings throughout the 
United States are any indication, it 
would appear that approximately 50,000 
business men will be devoting one eve- 
ning during the month of January to 
analyzing the world of money and reach- 
ing a conclusion on the kind of money 
needed to serve as a medium for stabil- 
ization and further stimulation of busi- 
ness. The meetings, as planned, will 
be open to all business men. 





Court interprets 
“intent to deceive" 

An applicant for a fire policy in the 
state of Washington, where the statute 
requires intent to deceive to void a policy 
for misrepresentation, signed an appli- 
cation for insurance knowing that it 
contained a statement, written by the 
insurance company’s agent, that she had 
never had a fire loss, ‘““The Eastern Un- 
derwriter” reports. After she had kept 
the policy about a year the house was 
destroyed by fire. 

In an action on the policy the com- 
pany defended on the ground of misrep- 
resentation, and plaintiff admitted hav- 
ing sustained a fire loss on another 
house, for which she had collected in- 
surance. She explained this by testify- 
ing that she told the agent she never had 
a fire in that locality, but that she had 
one in another county, and that she did 
not read the application when she 
signed it. The company’s agent testified 
that she said she never had any fire as 
far as she knew. 

The Washington Supreme Court, 
Perry v. Continental, 33 P. (2d) 661, 
held the insured could not escape the 
duty of reading the application. When 
she signed it she was charged with the 
knowledge that the statement respecting 
previous loss was false. This statement, 
the court held, was a material represen- 
tation, as it was one that would influ- 
ence a prudent insurer in determining 
whether to accept the risk. 

The rule as to intent does not allow 
insurance to be enforced which was not 
procurable had the truth been told, 
where it was issued relying upon fraud- 
ulent statements, and the proof of honest 
intent consists merely in the applicant's 
bare affirmation that his intent was 
honest. Judgment for plaintiff was re- 
versed, and the action directed to be 
dismissed. 


4 
Snubbed 

Henderson’s evening suit was rather 
old-fashioned. His figure was not one 
which showed clothes to advantage, 
either. 

One evening, as he stood in the 
vestibule of a restaurant waiting for his 
wife, a tall, pompous man came up. 

“I say, my man, are you the head 
waiter?” he drawled. 

What Henderson lacked in bearing 
he made up for in quick thinking. 

“No,” he said, “but I heard him tell 
a young fellow today that he didn’t want 
to see any more applicants for jobs.” — 
Tid-Bits Magazine. 
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Credit 
Matters 


Availability 
y of bank credit 


In order to bring the matter of bank 
credit down to a factual basis the Asso- 
ciation of Reserve City Bankers has com- 
piled some figures from a cross-section 
of the banks of the country that indicate 
the extent to which they are making and 
are willing to make such loans. 

The banks can make funds available. 
They cannot force business to use them, 
but they have for some time been mak- 
ing unusual efforts, through direct con- 
tacts with former borrowers, to encour- 
age such use. A great volume of credit, 
now readily available at rates probably 
the lowest in history, is at the disposal 
of those who want it and are properly 
entitled to use it. 

In answer to an inquiry made by this 
Association, a group of banks with de- 
posits of about $13,100,000,000, repre- 
senting over thirty-five per cent of the 
commercial banking deposits of the 
country, report total lines of credit 
granted or available at the present time 
of $6,155,000,000. Of these credit 
commitments, the total of loans out- 
standing is $1,950,000,000. 

In other words, this group of banks 
has established lines of credit which are 
unused to the extent of roughly $4,200,- 
000,000, or an amount equal to over 
thirty per cent of their total deposits. 

If these figures are typical it may be 
estimated that for all commercial banks 
in the country the credit commitments 
made and unused probably aggregate 
something like $8,000,000,000 or $10,- 
000,000,000. These credit commitments 
are not confined to large industries, but 
include thousands of lines established 
throughout the country in favor of small 
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business units. So far as we know, this 
is the first time these figures have been 
compiled. 

The fact is that not only have the 
banks made these commitments, but they 
are actually making loans today in much 
larger volume than is generally sup- 
posed, the A. R. C. B. says. The same 
inquiry that asked banks for their lines 
of credit also requested a statement of 
the amount of new loans other than re- 
newals granted during the first half of 
this year. 

The banks answering this question 
have deposits of about $14,800,000,000, 
and they reported new loans from Janu- 
ary 1 to June 30, 1934, of $3,877,000,- 
000, not including loans against col- 
lateral security. From these figures it is 
obvious that the aggregate amount of 
loans now being made by the banks is 
very substantial. 

The charge has been made that the 
banks are not making loans, because the 
aggregate volume of loans has not in- 
creased materially on recent dates. The 
principal reason is that old loans are 
being voluntarily paid off about as fast 
as new loans are made. 

The turn-over in loans ‘is large. The 
borrowing individuals and enterprises 
are changing from day to day. Govern- 
ment disbursements of funds in various 
forms is one important factor which has 
tended to reduce bank loans. Many 
persons who have received government 
loans or government payments, either 
directly or indirectly, have been able to 
pay off loans previously contracted at the 
banks. 

There can be no question but that the 
banks are making greater efforts today 
than ever before to utilize their surplus 
funds. It is probably true that in a few 
scattered instances banks have been un- 
duly reluctant to make new commit- 
ments because their efforts have been 
concentrated on putting their houses in 
order after a period of unprecedented 
difficulty. 

But in the great majority of cases, 
says the A. R. C. B., the banks are mak- 
ing loans wherever sound loans can be 
made, both large and small. Further, 
they have a very substantial volume of 
credit available when borrowers are able 
to find profitable employment for funds 
and are willing to make forward com- 
mitments . 


@ Mark-down 

(Cont. from page 26) of prices within 
any period. Inadequate scientific knowl- 
edge of pricing merchandise, and of 
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consumer requirements, as well as such 
extraneous factors as weather conditions 
and the like, are some of the hazards of 
style business which cause frequent price 
concessions, either to the retailer by the 
wholesaler and the manufacturer, or to 
the consumer by the retailer.” 

The importance of a thorough under- 
standing of the fashion cycle is indicated 
in that by far the largest mark-downs 
were caused by “style obsolescence,” 
rather than by special concession, group 
buying, or extra margins. 

‘Fashion movement has been greatly 
accelerated by mass production of gar- 
ments at popular prices,” Mr. Kedzier- 
ski states, “‘and firms engaged in the 
style business are just as likely to lose 
from being ahead of the fashion as those 
who constantly lag in the same move- 
ment.” 

The importance of special sales as a 
reason for mark-downs seems to rest 
mainly, it was found, on the frequency 
with which they count for downward re- 
visions of prices, and the resulting low 
average sales price, rather than upon the 
extent of the reduction from the original 
price. Frequency of mark-downs in this 
industry is shown to have increased with 
large-scale production of style garments, 
and conditions are such that mark-downs 
have to be taken oftener and earlier than 
when style was a less important factor. 

The garment manufacturer who 
would determine the causes of price 
mark-downs must consider not only his 
own operations, it is pointed out, but 
the operations of women’s ready-to- 
wear retail stores and their relations to 
the consumer. Copies of the report, 
published as Domestic Commerce Series 
No. 91, are available for 10 cents each. 


British 
shipments 


The special regulations regarding the 
packaging of goods, the preparation of 
documents, and the marking of goods 
and packages which must be attended to 
before a shipment leaves this country for 
any of the areas making up the British 
Empire are shown in a new study just 
published by the Bureau of Foreign and 
Domestic Commerce entitled “Preparing 
Shipments to British Countries.” This 
report is designed to facilitate the ship- 
ment of American goods to these coun- 
tries. 

Unless the American exporter knows 
these requirements, he may find that de- 
livery is delayed or even prohibited, it 
is pointed out, resulting in the con- 
fiscation of his property or the imposi- 
tion of a heavy penalty. 
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Special attention is given certain as- 
pects, particularly regarding dutiable 
value and antidumping provisions, 
which are most important in the British 
Empire. Many other subjects of im- 
portance, such as labeling, packing and 
marking of goods and packages, free 
port facilities, regulations for entry and 
warehousing, the disposal of abandoned 
goods, the possibility of obtaining ad- 
vance customs classification on new or 
unspecified goods, fines and penalties 
for violation of the customs laws, and 
formalities involved in the presentation 
of appeals against rulings and claims 
for goods, are included. Import re- 
strictions and quotas and special regula- 
tions are also summarized, and the use 
of mails in shipping goods and the 
entry of commercial travelers’ samples 
are outlined. 

The report is known as Trade Pro- 
motion Series No. 154 and is obtainable 
from the Superintendent of Documents, 
Washington, D. C., for 20 cents. 


Analyzing 

y foreign exchange 
(Cont. fr. p. 11) or blocked milreis or 
some other blocked currency which he 
has been forced to accept in settlement 
of the dollars due him. This is a situ- 
ation that is hard to explain. 

So the credit manager may have to 
decide, and promptly too, upon a com- 
plete change of policy. He will stop 
selling on open account. He may even 
refuse to sell cash against documents 
abroad and may insist on receiving pay- 
ment in full or in part before his mer- 
chandise is shipped. This may cause 
temporary heartaches among his custom- 
ers, but will save heartaches on the part 
of his stockholders. 

I have assumed, in writing this article, 
that the vast majority of American ex- 
ports are sold on a dollar basis. For 
those concerns that are pricing their 
goods in the currency of the country of 
sale, the importance of the foreign ex- 
change market is of course greatly en- 
hanced, for in such case the exchange 
tisk falls directly upon the exporter. 
Then, unless he be a deliberate specu- 
lator, he should watch his exchanges like 
a hawk and should, so far as possible, 
see that his exchange risk is covered the 
minute an order is booked. 

It is no business of the merchant to 
speculate in exchange, whether he be an 
exporter or an importer. His business 
is the manufacture and sale of goods, 
and while the shoemaker may occasion- 
ally make a killing in the stock market, 
safety and a steady income lie in sticking 
to his last. 
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W. B. LATHROP 


Thirty-seven years with one concern 
is a record to point to with pride. Mr. 
W. B. Lathrop, Division Credit Man- 
ager of Armour and Company, New 
Orleans, recently elected to the Direc- 
torate of the National Association of 
Credit Men, has that enviable record. 

Mr. Lathrop filled the position of 
Credit Man and Office Manager for 
seventeen years, later being charged 
with the responsibility of Division Credit 
Manager for the South, which position 
he has held for the past twenty years. 

“Cap,” as he is familiarly known to 
his employees, associates and friends, 
has always taken an active part in As- 
sociation activities. For several years he 
was Chairman of the Legislative Com- 
mittee of the New Orleans Association. 
During his tenure of office his Commit- 
tee was successful in placing upon the 
statute books of Louisiana such im- 
portant measures as the False Statement 
Act, Bad Check Act, Bulk Sales Law. 

As Chairman of the Fraud Prevention 
Committee he gave liberally of his time 
analyzing complaints against fraudulent 
debtors and through his aggressiveness, 
and that of his Committee, was respon- 
sible for a number of convictions. 

He has served as a member of the 
Board of Directors of the New Orleans 
Association since 1928, being elected 
Vice-President during 1931, succeeding 
to the office of President in 1933. If 
Mr. Lathrop has a hobby it is his un- 
tiring interest in his local. association. 
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Money and 
credit 


(Cont. from page 13) bankers, must be 
eliminated by intelligent legislation by 
Government and higher standard of 
performance by bankers. 

3. The Government has a right to ex- 
pect of bankers that they will loyally 
support their Government and aid it in 
its financial problems to the limit of 
their ability, so long as they do not in 
so doing act contrary to the best inter- 
ests of their communities, their deposi- 
tors, and shareholders. 

4. The Government has the right to 
expect of bankers that they will promote 
recovery by extending credit to the limit 
of their ability, wherever and whenever 
credit is legitimately demanded and can 
be granted on principles consistent with 
sound banking. 

And now as to the other side of the 
picture: 

1. The bankers have the right to ex- 
pect of the Government that they will 
not be represented to the public as hav- 
ing failed to extend credit to promote 
recovery, or failed to cooperate with the 
Government in marketing its bonds, 
unless they really have failed to do as 
much as they legitimately can. 

2. The bankers have a right to ex- 
pect of the Government the definite as- 
surance that the Government wants the 
Federal Reserve System to survive, that 
it wants a non-political control over the 
money and credit mechanism, and that 
the present political control will not be 
further amplified but will be terminated 
as soon as it is possible to work out the 
necessary banking reform. 

3. The bankers have a right to expect 
of their Government that, if they are to 
cooperate in working out a real banking 
reform, the Government must give them 
an opportunity to do so, by clearly stat- 
ing its objectives and by allowing ample 
time for discussion before any attempt 
is made to draft legislation. 


4, The bankers have a right to expect 
of their Government, if they are to co- 
operate in Government financing, that 
the Government pursue a fiscal policy 
which is clearly defined and sound, so 
that they may hold Government bonds 
without fear of impairing their capital 
assets and jeopardizing the safety of 
their depositors. 

The last item probably presents the 
most difficult problem of all. It is not 
easy for the Government to define its 
fiscal and monetary policy, nor is it 
reasonable to ask(Continued om page 42) 


. . . « DECEMBER, 1934 





35 


















CTE BE Or 


CHAPTER 12 
Lnsolvency 


3 Be? = bg 2 ee 
Tare, Bar kaurtcy 
, ¥ 
Bankruptcy Proceedinws rope we! 
‘The Petition ge ats 
has ol Bankrapity ~ = * 
The Schedules he 
Adyadication ea ee 
Designation oh i aceivet 
Lee ocatten ot Receiver : 
Sec, Dida) 
¥ an of the see under da 
iret Miceting of Cred! , : 
Receiver’s Regen ce 
Election of ee ae Ene 
Qualihcalion of 
Proot of Claims 
4 of Unliqn! 


Aes 
watsal & at) 
et Meeting of © reduare 
Dividends ‘ gar 
yiecharee OF ihe 
eiections Ard a RAT 
Composition: ~«  - Se 
+ Cyvert Proceed : Cate 
Weekamation Proceeding oe 
Autons wh Extensions by 
‘ we 
. ner May Eifect_® Compe 
- Retet bs Oita’ 


‘oat Sake of Bankrupt's Property 


uhaied Clan 0 Se ee 


yaition ot Extension 


‘ ‘ \ are coy “ er aa . J se Fw Sian ee + ie 3 | | 
ee A VT] eae 
, and Collections . 


Above Is a Portion of a Chapter Index of One of the 21 Chapters (512 pages) in This Important Business Book 
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What Others Say 


“A publication that no credit execu- 
tive should be without.” 


“Used for ready reference almost 
daily by different members of our 
organization.” 


“One of the most valuable working 
tools a credit man can have.” 


(Names and addresses on request) 


Arranged for quick, practical reference and 
easy understanding by the business man. 


Covers law revisions by special sessions 
of legislatures in 40 states this year. 


CREDIT MANUAL 


of Commercial Laws 


The 1935 edition of this important business book has been completely 
revised and brought up to date. Gives many facts, and applications of 
business law; more than 60 pages ‘devoted to the Laws of Insolvency; giving 
full information about latest revisions and how they affect both debtors 


and creditors. 


Handy Guide to — 


—higher collection ratios; lower loss 
percentage. 


—better credit decisions; you act on 
knowledge, not guesswork. 


—sure knowledge of legal rights, ob- 
ligations and safe-guards. 


—Federal and State laws applying to 
sales, collections and credits. 


—bonds on public improvements and 
what must be done to safeguard 
collections in this field. 


—complete summary of conditional 
sales laws in each state. 


—jurisdiction of courts in each state. 


Special Price to N. A.C.M. Members 


The price of Credit Manual of Commercial Laws is $5. 
Following our usual custom we are making a special 
price to N.A.C.M. members of $4.25 postage paid. Use 
the order coupon below to get your copy before the 
supply is exhausted. 
Natl. Association of Credit Men, 
One Park Ave., New York City. 
copy of CREDIT MANUAL of 


Commercial Laws, 1935 Edition, and bill us at $5.00 ($4.25 to 
N.A.C.M. members) per copy. 
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The Credit Man 


By DouGLas MALLOcH 
Written for the Detroit Association of Credit 
Men 

To be a credit man is not 


So difficult a task— 
It merely means to answer what 
Most any one may ask 
Concerning anybody who’s 
In business anywhere 
Who any article may choose 
To purchase here and there. 


He has to know the good and bad, 
The honest but the slow, 

What credit they've already had, 
How far we ought to go; 

The little fellow who is rich, 
The big one who is poor— 

He has to know whom, what and which, 
The slow, the slow but sure. 


He has to see we never sell 
To those who never pay, 
And still be careful, just as well, 
To turn no trade away; 
He has to see we never ship 
To some one who may fail, 
Yet on the business hold our grip 
And never miss a sale. 


To be a credit man, my friend, 
A credit to the firm, 
The honest you must not offend, 
But make the others squirm. 
You need some simple qualities 
If credits you would scan— 
Yet all you need to have are these 
To be a credit man: 


The judgment of a Jupiter, 

The patience of a saint; 
The mind of a philosopher 

In hearing some complaint, 
Ability to prophesy 

And mortal minds to read— 
In fact, a credit man to be, 

All these are all you need. 


Gross capital survey 


The National Bureau of Economic 
Research, a non-profit membership 

lu corporation with offices in New 
York City, has issued a Bulletin 

on Gross Capital Formation in the 
United States, 1919-33, giving the re- 
sults of an 18 months’ study made by 
its staff at the request of the Committee 
on Banking and Credit of the Social 
Science Research Council. Dr. Simon 
Kuznets, who is the author of the report 
and who directed the study, was also 
responsible for the recently issued esti- 
mates of national income made by the 
United States Department of Commerce 


with the cooperation of the National 
Bureau of Economic Research. 

Total gross capital formation, in its 
broadest definition, is estimated by the 
National Bureau to have been $34,491,- 
000,000 in 1929. For the 14-year 
period, 1919-32, it averaged $27,329,- 
000,000 per year, while a tentative esti- 
mate for 1933 is $14,879,000,000. This 
total is made up of the cost to final 
consumers of all finished durable com- 
modities, including construction, plus 
net change in business inventories and 
in international balances. Full details of 
the methods utilized in the study are 
given in the report. 

The allocation of the flow of durable 
commodities (exclusive of construction) 
gives a total of $8,366,000,000 going 
to business investors in 1929, and $10,- 
058,000,000 going to ultimate consum- 
ers. These figures are well above the 
1919-32 averages, and still further above 
the estimates for 1933, which are 
$2,626,000,000 and $3,737,000,000, re- 
spectively. The third major item, con- 
struction including repairs, averaged 
$11,826,000,000, or 43 per cent of the 
total, during the 14-year period. The 
total volume of construction in 1933 is 
estimated at $5,325,000,000. 

The 1933 estimates of gross capital 





formation show an increase over 1932, 
chiefly because of the increase in busi- 


ness inventories and public construction. 


Durable commodities reaching final con- 
sumers and business investors probably 
were constant or actually decreased in 
amount. Net capital formation, which 
Dr. Kuznets estimates for the years 
1925-33 for the business group, was 
negative in both 1931 and 1932, and 
positive but small in 1933. The net 
figure is found by reducing the estimates 
of gross capital formation by an amount 
representing current depreciation charges 
on existing plant and equipment. 

In discussing the increasing propor- 
tion of goods flowing into capital for- 
mation during the decade 1919-29, Dr. 
Kuznets points out that the disparity is 
not in itself an indication of abnormal- 
ity. 
“Before judgment can be rendered,” 
he says, “the disparity or similarity of 
the rates of change of (Cont. on page 42) 


a 


Two benedicts were comparing notes. 

Said one—‘“My little wife is an angel; 
she couldn’t tell a lie to save her life.” 

The other—‘You’re lucky. My wife 
can tell a lie before I can get it out 
of my mouth.” 








STORM WARNING 


The worst enemies of plate glass — 


snow, hail, cold, wind, sleet, public un- 
rest — strike with full force in winter. 


The cost of plate glass has increased; 
the insurance rate for plate glass has 


not. Is your plate glass insured? 
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Insurance 
digest 


Inaugurated be- 
cause of the credit 
fraternity's close 
contact with the 
insurance field 
and need of infor- 
mation about it. 


Insurance 

\y question box 

Q. I note from reading the fire in- 
surance contract that loss by explosion, 
except when caused by fire, is excluded. 
I have a cold storage warehouse with an 
ammonia absorption freezing equipment. 
How can I protect myself from an ex- 
plosion loss? J.HS. 

A. An explosion policy will cover 
your risk. The annual rate is 10c per 
$100 of insurance based on coinsurance 
of 50%; that is, insurance carried must 
amount to 50% or more of the value of 
the property involved. 


The science 


of rate-making 


(Cont. fr. page 21) loss cost and to re- 
duce the premiums on safer risks, have 
necessarily become more involved in the 
process. The result, however, has been 
a steady improvement and a lower total 
rate and cost of insurance. 

“Obviously, fire prevention activities 
resulting in a lowered total cost of in- 
surance have involved a large and con- 
tinuing expense which naturally must be 
and is reflected in rates. These activities 
will undoubtedly result in further re- 
ductions in the loss cost and this means 
that an increasing percentage of the final 
rate must represent the cost of these pub- 
lic welfare activities and yet with steady 
reduction in the total average rate. 

“Fire insurance rates must be suf- 
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ficient not only to pay the loss cost, but 
the cost of all operations which enter 
into the providing of sound indemnity. 
The various items included in their 
make-up may be roughly listed as fol- 
lows: 

“1. Losses and loss adjustment ex- 
pense; 

“2. Taxes—an item which is steadily 
increasing but is subject to the control 
of policyholders by whom they must be 
paid ; 

“3. Loss prevention—including the 
cost of maintaining such organizations 
as the National Board, the Underwrit- 
ers Laboratories and the Rating and 
Inspection bureaus ; 

“4. Operating costs—comprising the 
smallest percentage of the rate and 
covering the operation of company 
offices ; 

“5. Agents’ commissions—a natural 
and proper charge intended to com- 
pensate not merely for solicitation but 
also for a larger service capably rendered 
to policyholders, designed to bring down 
the total cost of insurance and, in a 
measure, paralleling the delivery and 
servicing of goods in commerce. 


“Unlike most other lines of business. 
fire insurance has no fixed cost which 
can be determined exactly in advance. 
A certain degree of cooperation in col- 
lating the experience of a large number 
of companies is essential to the stability 
of rates and the security of carriers. 


“On those who cooperate in the main- 
tenance of organizations for the devel- 
opment of fire-fighting devices, public 
protection, inspections and the proper 
rating of risks, falls a heavy cost. This 
cost is not borne by so-called cut-rate 
companies and those mutuals which rely 
on rates thereby computed as a basis for 
their lesser charges. Yet without the 
enormous expenditure for loss reduc- 
tion, they would have no measure of 
cost and would not be able to continue 
even their present precarious existence. 

“Stock companies participating in 
these public welfare efforts are the 
sound bulwark of insurance; their con- 
tribution should be appreciated and 
their work supported.” 


@ 
Realist 


“How many fingers have you, 
Bobby ?” 

“Tea.” 

“Well—if four were missing, what 
would you have?” 

“No more music lessons.” 
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“With Everything 


American 
Tomorrow is Secure” 


Bs.) 


hr 


yt 
Home Office of 


“American 


INSURANCE COMPANY 


Newark, N. J. 


Incorporated 1846 
Policyholders’ Surplus $10,935,444 


An Old Line Stock Company 
writing all forms 
of Property Insurance 
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Louisiana 


\, Moratorium 


(Cont. from page 19) on the 20th day after 
the adjournment of the regular session of 
the Legislature for the year 1936. 


Section 5. That where proceedings have 
been commenced before any court of this 
state to enforce the payment or collection of 
any debt (as herein defined), public or pri- 
vate, or for enforcement or foreclosure of any 
lien, privilege or mortgage securing the 
same, the i moratorium commissioner 
shall have jurisdiction thereof under Section 
4 of this act; and upon the filing in said 
court of the order of judgment of the debt 
moratorium commissioner, all orders, decrees 
or judgments of said court and all laws or 
parts of laws authorizing such proceeding in 
said court shall be eee during the 
period stipulated by the debt moratorium 
commissioner in said order. 


Section 6. In case the creditor and debtor 
shall agree in writing upon terms of com- 
promise or settlement of any debt, or of com- 
position of any debt, or both, which has been 
submitted to the debt moratorium commis- 
sioner, said commissioner shall have jurisdic- 
tion and may by his order confirm and 
approve such settlement or composition, or 
both, as the case may be. 


Section 7. Upon the application of either 
creditor or debtor prior to the expiration of 
any suspension granted under this act and 
upon presentation of evidence that the terms 
fixed Ey the debt moratorium commissioner 
are not just and reasonable, the commissioner 
may revise and alter said terms, in such man- 
ner as the changed circumstances and con- 
ditions may require. 

Section 8. Any party who has an interest 
in the subject matter and who is a party to 
any proceeding under this act before the debt 
moratorium commissioner shall have the right 
to apply either to the district court of the 
parish of East Baton Rouge or to the district 
court of his domicile for a review, contra- 
dictorily with the debt moratorium commis- 
sioner, of any order or decision of said 
commissioner; provided that said district 
court shall have no authority to enjoin or 
restrain any such order or judgment of said 
debt moratorium commissioner before the 
final determination thereof by the court of 
competent appellate jurisdiction. An appeal 
may be taken to the court of competent ap- 
pellate jurisdiction, but no order or judgment 
of the debt moratorium commissioner shall 
be suspended until definite judgment is ren- 
dered on the appeal. 


Section 10. This act shall apply only to 
debts made, contracted or existing prior to 
the passage of this act, but shall not apply to 
debts made, contracted or existing prior to 
the passage of this act which shall hereafter 
be renewed or extended for a period ending 
more than one year after the date this act 
goes into effect. 


Section 11. During the period that any 
suspension granted by the debt moratorium 
commissioner under this act is in force and 
effect, all laws relating to prescription of the 
debt involved in such suspension shall be 
suspended, insofar as concerns such debt, and 
during any period that any order for the 
debt moratorium commissioner is in force 
and effect prescription as to the debt involved 
in said order shall be interrupted. 


Section 12. No postponement, suspension 
or extension shall be ordered under condi- 
tions which, under the temporary emergency, 
would substantially diminish or impair the 
value of the contract, debt or obligation of 
the person against whom the relief is sought, 
without reasonable allowance to justify the 
exercise of the police poe coals author- 
ized and the power of suspension of laws 


hereby conferred upon the debt moratorium 
commissioner. 

Section 13. Wherever, the singular is 
used in this act, it shall be held to include 
the plural, unless the context otherwise re- 
quires. 

Section 14. This act and any suspension 
granted under it shall remain in effect only 
during the continuance of the emergency, 
and any suspension granted hereunder shall 
remain in effect only for the term fixed by 
the debt moratorium commissioner, and in no 
event shall this act or any suspension under 
it be effective beyond noon of the 20th day 
after the adjournment of the regular session 
of the Legislature of the year 1936. 

Section 15. The term “debt” as herein 
used shall be construed to include any 
evidence of indebtedness whatsoever, and any 
and all liens, privileges, or mortgages which 








might secure the payment ot the same, in- 
cluding the vendors’ liens, and conventional 
mortgages, judgments and legal or judicial 
mortgages. 

Section 16. This act shall not be held to 
repeal or affect any suspension or moratorium 
gtanted under the provisions of Act 159 of 
1934, but any such suspension or moratorium 
granted under said act shall remain in force 
during the period for which the same was 
granted, subject to revision or alteration as 
provided in Section 7 of this act. 

Section 17. If any provision of this act or 
the application thereof to any person or Cir- 
cumstances is held invalid, such invalidity 
shall not affect other provisions or applica- 
tions of the act which can be given effect 
without the invalid provision or application, 
and to this end the provisions of this act 
are declared to be severable. 


He made a big “killing” 
but not at the track 






» 


* He was a big shot at the track, the bookies’ 
boy friend, for he invariably lost. "Just once more,” 
he would say, “this time for a big killing.” 


He made a “killing” all right but not at the 
track. When his company woke up, too late, his 
accounts were short $37,000. The company 
crashed. 

* * * 

Appreciating the fact that an embezzlement by a 
trusted employee can seriously affect the financial 
stability of the concern with which he is connected, 
wise credit men recognize the lack of Fidelity 
protection, or of an adequate amount of it, as a 
danger signal when considering applications for 
credit accommodations. 


On the other hand, when they find that the 
applicant’s officers and employees are bonded in 
a satisfactory amount by the Fidelity and Deposit 
Company of Maryland, they know that, on this 


FIDELI 


COMPAN 
The F&D and its affili 
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OF MARYLAND, 


(s affiliate, the AMERICAN BONDING COMPANY OF BALTIMORE, speci 
im the writing of Fidelity and Surety Bonds, Burglary and Plate Glass Insurance, 





Before granting % 
_ credit you check up on 
FIRE insurance—why not 
on HUMAN insurance? 
Aman, as well as a fire, 
can wreck a firm. _ 


score at least, the applicant is as nearly loss-proof 
as any concern can be. 


Annual embezzlement losses of approximately 
$200,000,000 indicate clearly that credit men 
should no sooner neglect to check up on an 
applicant’s Fidelity protection, than they should 
fail to make sure that he is carrying adequate 
fire insurance. A man, as well as a fire, can wreck 
a firm. 






























































































































modern 
ottice 


An idea and experience ex- 
change on equipment, system 
and management in the mod- 
ern credit and business office. 


The Business Show 


The 31st annual Business Show has 
come and gone. Attendance is said to 
have been greater than at the previous 
year’s show. The exhibits were inter- 
esting. The general impression created 
was that present day methods and ma- 
chinery are more than adequate to main- 
tain any volume of work no matter what 
curtailment in hours may come about. 

There were several contests, a num- 
ber of stunts, some new products and 
new models of old products. While 
recognizing the fact that these shows 
are primarily sales promotion ideas, we 
have always felt that they miss oppor- 
tunities for educational work through 
the cooperative action of several ex- 
hibitors. 

There are, in our opinion, too few 
complete office exhibits showing the 
average office as it exists and operates 
today, with miscellaneous equipment of 
various vintages. Yet such an office, 
with some simple routine work per- 
formed therein and an accompanying 
brief talk might be even more effective 
than any isolated displays of excellent 
machines. 

Further, when complete offices are 
shown they tend, in our opinion, to be 
too elaborate and to miss the needs of 
the majority of business houses. Speed 
typing contests and transcribing con- 
tests are interesting. Would it not be 
helpful to show how any stenographer 
could improve her speed or transcrib- 
ing ability? 

We have no intention of telling the 
management how to run the Business 
Show. We realize that it is a complex 
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and difficult affair to handle. We rec- 
ognize the merits of individual exhibits 
and the arrangement of the show as a 
whole. Yet we feel that something is 
lacking. We have never read an ad- 
verse comment on any show. 

We have never met a disinterested 
business man (one not in any way con- 
nected with the show) who evinced a 
more than tepid interest in these expo- 
sitions. We believe that the office 
equipment industry has material of 
great interest to business men. We 
would like to see succeeding Business 
Shows drive this fact home more force- 
fully than ever. 


Office management pays 

In the “Executives Service Bulletin” 
for October, Walter D. Fuller, First 
Vice President and Secretary of The Cur- 
tis Publishing Company, Philadelphia, 
writes: ‘We can state positively, as a 
result of more than 20 years of research 
work in our factory and office, that in- 
telligent study of methods and produc- 
tion in the office usually will result in 
the saving of more money, in propor- 
tion to the size of payroll, than in the 
factory.” Mr. Fuller stresses the neces- 
sity for constant study of organization 
and methods since “best methods are 
not permanent. The Curtis way of 
doing things is widely applicable—as is 
any intelligent management procedure— 
because it recognizes the fact that most 
large organizations are simply a number 
of smaller units tied together by a 
common management.” 

Mr. Fuller's experience is not excep- 
tional. It is rather the rule. Many sim- 
ilar experiences have been cited in the 
pages of CREDIT & FINANCIAL 
MANAGEMENT from companies large 
and small. Careful office management 
is a gold mine with valuable ore. It 
needs only a little digging to unearth 
it. No picks or shovels are needed. 
Only a modicum of brains. And which 
of us would ever admit not possessing 
our full share of this commodity? 


The sober English 


In Manchester, England, the Business 
Efficiency Exhibition has just taken 
place. Apart from displaying business 
equipment, lectures were held on each 
night of the exhibition. Important and 
authoritative persons discussed related 
topics. Probably we would consider 
this a bit too stodgy for an exposition. 
Yet I think that “The Human Factor 
in Office Mechanization” given by Dr. 
G. H. Miles, director of the National 
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Institute of Industrial Psychology might 
be a very appropriate talk to visitors 
viewing the latest advances in office 
equipment. 


This and that: 

Allen-Wales Adding Machine Com- 
pany announces two new electric por- 
table desk models of same size and 
weight as hand machines of like capac- 
ity. .. . Sturgis Posture Chair has a new 
bank stool. Round coiled spring, swivel 
seat, upholstered in genuine leather over 
curled _ hair. 


Screw guard covers 
threaded spindle. Protects user’s shoes 
and clothes from oil or grease. . . . Not 


strictly germane to the office (at least, 
not officially) but rather handy looking 
little jigger and a good idea for Christ- 
mas reminders is Bates Cocktail Index, 
made by Bates Manufacturing Company. 
. . » Looks like a perpetual calendar in 
black and chromium. . . . Gives the 
mixings for 173 drinks and shows the 
proper type of glass in which to serve 
each one (in case you're fussy)... . 
Retails at $1.00. . . . Autographic Reg- 
ister Company of Hoboken, N. J., has 
developed what seems to be an excellent 
substitute for old fashioned sales book. 
. . . The Bantam portable autographic 
register. . . . Made of aluminum... . 
So light it can be held in your free 
hand while writing in it. Ready for 
immediate use. No carbons or inter- 
leaving needed. Records kept in the 
record compartment. No misplaced en- 
tries or forms. Continuous forms in 
various lengths, widths and colors are 
available. . . . By the time you read this 
(assuming that you do read it) it will 
be nearing the holiday season. So, you 
won't think we're simply trying to dodge 
our duty and fill up space if we forget 
all about office management for the 
minute and simply wish you all a most 
Merry Christmas. H. P. Preston. 


In reply to a 
collection letter 
Dear Sir: 

Las shipment of stuf is rottener than 
effer. Kan I hep it wen the guds komes 
in sutch consishun. It must of got 
damitch not nn the trane but in your 
hipink clirk. Kin i hep if nales is ham- 
mered throw the glas rite in the bottom. 
Peple wont buy pitchers with nale holes 
in anu no it. If the got damitch on 
raleroad I kin got my frate bill to show 
you they didn’t. U kin got the stuf at 
the depot I kin sell it by the barel for a 
junk dealer. let me no. 

Youres trulie, 
The New York store. 
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Full-size reproduction of the 


10-carat gold key available 
to holders of Junior Certifi- 
cates of the National Insti- 
tute of Credit. 


Price $4.50, postpaid 


National Institute of Credit 


One Park Avenue New York 





oe 


STANDARDIZED 
N. A. C. M. FORMS 





Successful 

\ credit systems 
(Cont. from page 23) for manufacturing 
purposes. Clothing houses keep their 
manufacturing schedules closely in line 
with their exact shipping needs. If 
credit fell down badly the structure of 
the industry would crumble rapidly. 
The growth of the industry and its out- 
standing houses show how carefully 
credit is handled in this field. 

Systems are used—as they should be— 
as aids to memory, convenient collating 
of facts, guardians against overlooking 
details—but the main foundation re- 
mains judgment on the part of the credit 
executive. Judgment founded upon 
facts gleaned from an intimate knowl- 
edge of his trade, the interchange of 
ledger experiences, cooperative effort 
with other manufacturers—this stands 
the credit executive in good stead and 
has been a factor in changing the men’s 
clothing industry from a semi-profes- 
sional speculation into a stable and im- 
portant industry. 


Noun then 
““Give me three collective nouns.” 
Student: ‘Flypaper, wastebasket, and 
a vacuum cleaner.” 


V6. 


“There are two sides to everything.” 


But there’s no difference between the sides concerning the 
use of N.A.C.M. Credit Forms. Because there’s only one 
point in question—SAVINGS. And every user agrees that 
N.A.C.M. Credit Forms bring savings through systema- 


tization and simplification. 


the majority is right. 
today. Save sooner! 


Find out for yourself why 


Fill out this coupon and mail it 


National Association of Credit Men, One Park Avenue, New York, N, Y. 
Send me your new—free—folio of credit forms with samples and prices. 


















Positive 
Protection 


ee insuring your 


property interests insist 
on the selection of insurance 
companies of established rep- 
utation and proper resources 
to ensure positive protection. 

















The Northern of London 
is an old line company, which 
since its organization in 1836 
(in the United States since 
1854) has taken pride in pur- 
suing a steady, honorable and 
dependable policy of opera- 
tion. 










The Northern of London 
transacts an insurance busi- 
ness all over the world, with 
ample resources to back its 
policies. 


NORTHERN 


ASSURANCE CO., LTD. 
80 John St., New York 


San Francisco 
















FIRE 
INSURANCE 
AND 
ALLIED LINES 


Ask anywhere in the World what repu- 
tation the Northern of London bears. 
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Sound 
\ legislation 


(Continued from page 8) Act has really 

taken cognizance of the difficulty en- 
countered under the equity practice and 
has rendered statutory sanction to that 
practice. There has been absolutely 
no attempt to provide against any of the 
abuses or defects which were found to 
exist both under the Bankruptcy Act 
and equity practice, but on the con- 
trary the doors have been opened wide 
for a continuation of the same abuses 
with less risk than existed before. 

It is generally conceded that a few 
minor amendments to Section 12 of the 
general Bankruptcy Act would have 
made the Act applicable to all of the 
good that it sought to be accomplished, 
and would have protected the creditors’ 
interests, but the advocates of this new 
legislation would not listen to a theory 
of that kind. Thus we have more in- 
volvement to the subject of bankruptcies 
to reform than we had to start in with 
before this legislation was passed. 

Concededly there may be a demand 
and a necessity for provisions for the 
orderly and expeditious reorganization 
of corporations. When, however, cor- 
porations have reached a place where 
the fair value of their assets is less than 
the amount of their liabilities they are 
in truth and in fact bankrupts as that 
term has always been understood in the 
parlance of commercial transactions in 
this country. 

If corporations are merely unable to 
pay their debts as they mature then a 
new concept will have to be added to 
our understanding of the subject of 
bankruptcies, and if stockholders are to 
continue to have a voice in the afffairs 
of such corporations, an additional con- 
cept will have to be added in order for 
the whole matter to be treated under the 
subject of bankruptcies. 


It is suggested, therefore, that at least 
everything that has to do with the cor- 
poration that finds itself with less assets 
than its liabilities, should come under 
the general Bankruptcy Act. If it is 
economically sound to give corporations 
moratoriums that find themselves in a 
place where they must suspend pay- 
ment of their obligations in order to 
give them an opportunity to reorganize, 
then provisions for such corporations 
may properly be added as a part of the 
Bankruptcy Act, but there should be 
provisions for an immediate determina- 
tion whether a corporation is in one 
class or the other. 


The so-called 1933 and 1934 amend- 
ments to the Bankruptcy Act, hastily 


drawn and passed as they were, cannot 
help but add involvement, confusion, 
delay, litigation and expense to an 
already complicated system. Instead, 
therefore, of trying to bolster up this 
legislation by amendments, the wise thing 
to do would be to repeal all of it, ex- 
cept insofar as it may affect the com- 
paratively few cases which have been 
originated under it, and to start fresh 
to the end that we may now have a com- 
prehensive and intelligent revision of 
the entire Bankruptcy Act. 

After all, no creditor, nor bankrupt 
nor the public at large can expect more 
out of any Bankruptcy Act or system 


than that it will insure a fair consider- 
ation of debtor and creditor alike, and 
produce as economical, efficient, honest 
and expeditious an administration of 
estates as is possible, always taking into 
consideration that the human and per- 
sonal element will be predominate in 
any Act or any system which may be 
devised. We have the information at 


hand, and the only task that remains © 


is to put it together and accede to the 
popular demand for change. 

Why not a “new deal’: in bank- 
ruptcy? Why not give the creditors 
some protection and relieve the country 
from the disgrace of (Cont. on page 45) 





How and Where to 





Carry on? 


A merchant, a wholesaler, a manufacturer 
Owes you money. You have, of course, made 
sure that his plant and his stock are properly 
covered with fire insurance. 


He has a fire, a big one. The fire insurance 
companies pay the property loss, in full, and 
quickly. 


But he can’t carry on in that location. It may 
take months to rebuild, or recondition his 
building. Unavoidable overhead piles up. He 
has to pay rent elsewhere. He just can’t af- 
ford these and you lose money along with him. 


Ask your insurance agent about Business In- 
terruption Indemnity, Rents and Rental Value 
Insurance, Profits and Commissions Insur- 
ance. These, not ordinary fire insurance 
alone, will enable your debtors to carry on. 


The 
LONDON ASSURANCE 
The 
MANHATTAN 


Fire and Marine Insurance Company 
The 
UNION FIRE 


Accident and General Insurance Company 
99 JOHN STREET NEW YORK 


Write for the names of our agents in any community. 
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Capital 
\y survey 


(Cont. from page 37) these two streams 
in the total product must be related to 
parallel phenomena in the allocation of 
purchasing power, and interpreted in 
terms of long- and short-term aspects of 
supply and demand for the various 
groups of commodities considered.” 

In releasing Dr. Kuznets report on 
the physical extent of capital formation, 
the National Bureau states that a de- 
tailed report on the subject is planned 
for publication in 1935. Further study 
of the problem of capital growth from 
the investment and credit side is con- 
templated by the Committee on Banking 
and Credit of the Social Science Re- 
search Council. 


| 
The bubble burst 


Another “pay-as-you-enter’’ collection 
company has joined the list of those that 
are no more. 

For some months salesmen were busy 
enticing local wholesalers to list with a 
middle western city company old ac- 
counts, to pay a fairly large fee in ad- 
vance, to receive a promise of the col- 
lection of a certain percentage of the 
accounts. 

Now the company is said to be no 
more; somehow or other, the credit men 
clients failed to live up to the many 
requirements of their side of the con- 
tract and consequently cannot collect on 
the bond. 

Moral—There will be another com- 
pany to take its place and to make the 
same promises. 


Business 
y, thermometer 

(Cont. from p. 25) of shipments previ- 
ously released such as intimated might 
develop from President Roosevelt’s sug- 
gestion to level out production. General 
Motors orders are slow, in accordance 
with its plan to spread introduction of 
new models, and also to Chevrolet’s in- 
decision on certain parts. Ford and 
Dodge are expected to start regular 
assemblies of new models this week. 
Output last week was held to 16,000 
ones.” 


Credit in 
i\, Buffalo 


The ratio of overdue to outstanding 
wholesale accounts of 22 concerns in the 
Buffalo area made a favorable showing 
in November, when it dropped from 


21.2% on October 1 to 18.7% on 
November 1, 1934. The ratio made the 
same decline when compared with the 
November 1, 1933 ratio which also 
stood at 21.2%. 

The reports of seven concerns in the 
wholesale food business also showed a 
favorable decline in the ratio of over- 
due to outstanding accounts, the ratio 
standing at 29.1% on November 1, 
1934 as compared with 31.6% on Oc- 
tober 1, 1934 and 33.6% on Novem- 


Ballad of Go-Getters 
I hate to be a kicker, I always long for 
peace, 
But the wheel that does the squeaking 
is the one that gets the grease. 
—Sanford Herald 


You tell ’em kid—you're peaceful and 
not too hard to please, 
But the dog that’s always scratching is 
the one that has the fleas. 
—NMiami Tribune. 


“I hate to be a kicker” means nothing 
in a show; 
The kicker in the chorus is the one 
that gets the dough. 
—Youngstown-Telegram. 


The art of soft-soap-spreading is a 
thing that palls and stales, 
But the guy who wields the hammer 
is the one who drives the nails. 
—Cleveland Plain Dealer. 


Money 
y and credit 


(Cont. fr. p. 35) for a detailed program 
in the face of all the existing uncer- 
tainties. 

But it is reasonable, I think, to ask 
for a definition of objectives and for a 
general framework of policy. 

As to money: It is not reasonable to 
ask the Government to state now, when 
and at what price it will return to a 
fixed gold content. But it does seem 
reasonable to ask whether it intends 
ever to return to a fixed gold ratio, or 
whether it is still contemplating the idea 
of a “commodity dollar” of fluctuating 
metal content. It does seem reasonable 
to ask whether it intends to restore the 
control over the currency to an improved 
Federal Reserve System or to keep it 
under political control. It does seem 
fair to ask whether it has any intention 
of printing greenbacks under the 





Thomas Amendment, or whether it 
wants this power repealed. 

As to the national credit: Granted 
the conditions we face today, one can- 
not in fairness ask the Government to 
name the exact figure at which an in- 
crease in the national debt will be ar- 
rested. But one can ask for an imme- 
diate clear determination to reduce ex- 
traordinary expenditure to the minimum 
required for actual relief, and to aban- 
don further outlays for uneconomic 
projects. One can ask for a thorough- 
going tax reform. One can ask for 
unequivocal undertaking not to invite 
a collapse of Government credit by re- 
sorting to artificial measures in the dis- 
tribution of Government bonds. 

Government supporting the market 
by purchases of its own bonds is one 
such artificial measure. Government 
stuffing a politically controlled banking 
system with Government bonds is an- 
other. 

The Government would probably 
answer : 

“Well, you bankers, if you step up 
and buy the bonds yourselves, then all 
these things will be unnecessary.” 

“And, if you don’t step up, you will 
be the ones who force the Government 
into what you consider unsound meas- 
ures.” 

That is the dilemma that I see ahead. 

What can the bankers do? Have 
they any right to “step up and buy?” 

The first thing to remember is that 
the bankers, if they buy, do so with 
money that belongs not to them, but to 
their depositors and shareholders. They 
should, therefore, buy only if they are 
reasonably sure that Government bonds 
will remain relatively stable. 

And I am quite sure that Government 
bonds will remain relatively stable— 
even if the national debt should increase 
a little further—provided we develop a 
sound program and stick to it. 

If the British comparison shows any- 
thing, it shows what can be done in that 
direction. 

But, we cannot waste. We must have 
a clear program, (Continued on page 45) 
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Money 
y and credit 


(Cont. from p. 42)and we have no such 
thing at present. 

Every decent person would agree with 
our President that human resources are 
more important to conserve than mate- 
rial resources, but if we bankrupt our 
national credit we shall not conserve 
our human resources. On the contrary, 
I know of no more effective way to 
destroy them. 


The faith of the people the world’ 


over in the leadership of business men 
and bankers has been almost destroyed. 
In their despair men and women every- 
where have turned for guidance and 
help to political leadership. The most 
constructive thing we can do at this time 
is to prevent that faith in Government 
from being destroyed by the»lack of 
sufficient knowledge and experience on 
the part of the officials of Government 
in fields with which they are unfamiliar. 


If we follow the path of least re- 
sistance—if we, the bankers and busi- 
ness leaders, fail to stand up for what 
we know is right—we shall betray the 
Government and the people. If we al- 
low ourselves to be intimidated into 
doing something that we know is wrong 
in order to prevent the Government 
from doing something even worse, we 
are only postponing the evil day. 


In the end, when all the tricks of un- 
sound finance are exhausted, there 
would still come the day of reckoning. 
There would still come the day when 
the bankers must finally say that they 
can buy no more bonds, and, when that 
happens, they would still in all likeli- 
hood be pointed to as those who 
wrecked the Government’s program. 


Better far to fight now, when there 
is still so much worth fighting for. 


Everyone has made his mistakes. Per- 
haps we bankers and business leaders 
have made more than our share of them, 
and the penalty we must pay is that we 
cannot now expect to be listened to by 
a harassed Government or a disillu- 
sioned people without having the past 
constantly thrown into our faces. Well 
and good. 

But let us not add to the smug stu- 
pidity of our past a more disgraceful 
failure in the present. Let us not be 
afraid to help our Government in the 
only way it can be helped—by fighting 
courageously for what we know is right. 

That sort of cooperation may not be 
popular, but neither is a doctor popular 
when he tells a man with a bad heart 
to stop smoking. 





Sound 


\, legislation 


(Cont. from page 43) so many immoral 
and indiscriminate discharges and so 
many abuses? Why force into the 
courts, already congested as they arte, 
thousands of cases that have no place 
there? Why not encourage creditors 
and debtors to get together, compose 
their differences and work out amicable 
adjustments ? 

The universal experience of business 
men is to the effect that courts are poor 
places within which to seek effective 
solutions of business problems. Busi- 





ness men, if left to their own devices, 
through cooperation one with the other 
through their various trade associations, 
can accomplish more to cut down the 
country’s bad debt waste than may be 
accomplished through any other me- 
dium. These are the considerations to 


give to a revision of the Bankruptcy 
Act. 


a 


Her fire alarm 

First Stenog—‘‘Did you observe Fire 
Prevention week?” 

Second Ditto—'‘‘Yes, I got into the 
office earlier; the boss was getting sore.” 





2s 2. . 
“HE'S THE GUY & 





— —SOCK HIM!’ 


half-dozen trucks drawn up at the 
side of the road. A circle of grim- 
faced men around two battling 
drivers. Battling over what? The dis- 
honor of their Company’s broken safety 
record! For 18 months the company’s 
truck fleet had gone without accident. 
In a careless moment, this driver had 
plowed into another car. 


Maryland’s safety engineers know how 
to get these accident prevention cam- 
paigns into the blood of the men who 
drive and into the life habits of the 
workers at the factory bench. Mary- 
land Casualty Company spends nearly 
halfa million dollars year after year in 
accident senewidinte-diianaa it pays! 


Its 50 safety engineers are constantly in 
the field visiting the factories and plants 
of its insured, checking, advising, often 


inventing safeguards for industry; then 
“selling” this safety to the workers, year 
in and year out. 


In the same effective way, the Inspec- 
tion and Engineering Department safe- 
guards the boilers and machinery of 
Maryland’s industrial policyholders, 
while a nation-wide claim service as- 
sures intelligent and prompt handling 
of all claims. 


This, you will agree, is insurance service 
in its broadest aspect. The records ot 
hundreds of America’s leading indus- 
tries and thousands of individuals in- 
sured with the Maryland Casualty Com- 
pany prove that the Maryland plan pays 
them, too: pays in production gained; 
equipment preserved; life and limb 
saved; fewer interruptions in business 
routine, and in lower insurance costs. 


MARYLAND 
CASUALTY 


CASUALTY INSURANCE 


COM PANY) ip 


SURETY BONDS 
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questions 


Conducted by E. B. Moran 


The National Association of Credit 
Men supplies answers to credit ques- 
tions and some of the answers, of gen- 
eral interest, are printed regularly in 
Credit and Financial Management. 
Advice cannot be given, however, re- 
garding legal rights and liabilities. 
Such advice should be obtained from 
an attorney to whom all the facts should 
be stated. When such inquiries are re- 
ceived, information is furnished only as 
to the general principle of law involved. 


Sales 
Q. What are the rights of the buyer in 

the event of breach of warranty upon the 

part of the seller in a contract of sale? 


A. This is provided for in the Uniform 
Sales Act which may be found on page 65 of 
the Credit Manual of Commercial Laws, 1935 
edition, and reads as follows: 

“Remedies of the Buyer. 

3. For breach of warranty the buyer, 
at his election, may: 

(a) Accept or keep the goods and set off 
against the price the damage which he has 
suffered ; 

(b) Accept or keep the goods and main- 
tain an action against the seller for damages; 

(c) Refuse to accept the goods, if the title 

or property has not passed, and maintain an 
action for damages for the breach of war- 
ranty ; 
(d) Rescind the contract to sell or sale 
and refuse to receive the goods, or, if the 
goods have already been received, return 
them or offer to return them to the seller 
and recover such part of the price as has 
been paid. 

(When the buyer has claimed and has been 
granted a remedy in any one of these ways, 
no other remedy can thereafter be granted.) 

Where the goods have been delivered to 
the buyer, he cannot rescind the sale if he 
knew of the breach of warranty when he 
accepted the goods, or if he fails to notify 
the seller, within a reasonable time, of the 
election to rescind, or if he fails to return 
or to offer to return the goods to the seller 
in substantially as good condition as they 
were at the time the property was transferred 
to the buyer, but if deterioration or injury 
to the goods is due to the breach of warranty 
such deterioration or injury shall not prevent 
the buyer from returning or offering to return 
the goods to the seller and rescinding the 
sale. 

Where the buyer is entitled to rescind the 
sale and elects to do so the buyer ceases to 
be liable for the price upon returning or 
offering to return the goods, but if any part 
of the price has already been paid, the seller 
must repay such amount concurrently with 


the return of the goods or immediately after “ 


an offer to return the goods, in exchange for 
repayment of the price. 

Where the buyer is entitled to rescind and 
elects to do so, if the seller refuses to accept 
an offer to the buyer to return the goods, the 
buyer is thereafter deemed to hold the goods 
as bailee for the seller, but subject to a lien 
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to secure the repayment of any portion of 
the price which has been paid and with the 
remedies for the enforcement of such lien as 
are allowed to an unpaid seller.” 


Insurance 

When must notice of loss or injury 
on the part of the insured be given the in- 
surer, in order to establish liability of the 
insurer on a claim? 


A. This is usually set forth in the policy, 
but absence of a stipulated time gives the 
insured a reasonable time, and any provision 
for “immediate” notice is usually construed 
to mean within a reasonable time. 


Trusts ; 

Q. A takes out an account in a Savings 
Bank, the account in the name of A in trust 
for B. Can A withraw any of the money 
in that account without B’s permission? 


A. In the absence of an affirmative act 
on the part of A to complete a gift of the 
money to B, A may withdraw any or all of 
the money in the account at any time. This 
is a so-called Savings Bank trust, which is 
revocable at any time before culmination at 
the option of the grantor. 


Negotiable instruments 

Q. Does the fact that the date of pay- 
ment of a promissory note or bill of exchange 
is left out destroy the negotiability of the 
instrument? 

No. The Negotiable Instruments Law 
provides that an instrument, to be negotiable, 
must be payable on defnand or at a fixed or 
determinable future time. Where no time for 
payment is expressed a bill of exchange or 
note is payable on demand and so satisfies 
the statutory requirement for negotiability. 


Kemmerer pleads 


y creditors’ cause 


Dr. Edwin W. Kemmerer, Walker 
Professor of International Finance at 
Princeton University, pleaded the cause 
of the creditor at the 116th anniversary 
dinner of the Chamber of Commerce of 
the State of New York recently. 

The lot of the creditor, he said, “has 
not been entirely a rosy one,” although 
public attention has been directed pri- 
marily in the depression days to the 
status of the debtor. 

To give point to his contention, he 
said: “As large as the farm mortgages 
of this country are, about eight and one- 
half billion dollars a short time ago, 
they are just about equal to the real es- 
tate mortgages of New York City.” 

He attacked moves toward inflation, 
saying that to control it was comparable 
to controlling a cyclone. “Shots in the 
arm” for business, he added, have noi 
yielded “very encouraging results.” 

No powerful opposition to huge gov- 
ernment expenditures has arisen in this 
country, Dr. Kemmerer said, because 
expenditures have not been financed by 
taxation but by public borrowing. He 
considered that method credit inflation. 
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The principles of finance which have 
been carried out by the Roosevelt ad- 
ministration, he declared, are the same 
as those followed by the German Gov- 
ernment in its experiment with inflation, 
for the German Central Bank issued 
notes to buy government bonds, and 
that ‘is the same as our Federal Reserve 
Bank notes.” 


A fact 

“Our railways carried 200,000,000 
persons last year.” 

“How can you believe those news- 
paper lies? There are not that number 
of people in the country.”—Berlin Ber- 
liner Illustrate. 


Fair (enough) way 

Two golfers, strangers to each other, 
were drawn as partners in a seaside 
foursome tournament. One was clearly 
a novice at the game. He had a positive 
genius for sending the mutual ball into 
the rough. 

At last his exasperated colleague ap- 
proached him and whispered: “You've 
paid your entry money, haven’t you?” 

“Certainly,” replied the other, indig- 
nantly. 

“Very well,” said the first man, con- 
fidentially, “I just wanted to tell you 
that if you've paid you are quite entitled 
to use the fairway.” —Tit Bits. 


Forget the Future 


Yow can, once 
you’ve made it secure with 
a John Hancock Retire- 
ment Annuity. 


It is a simple way to 
prepare now for a guaran- 
teed life income when you 
are ready to retire, and the 
results are sure. 


San 
INSURANCE COMPANY 


or Boston, MASSACHUSETTS 


Joun Hancock Inquiry BuREAU 
197 Clarendon Street, Boston, Mass. 


Please send me your booklet about 
Annuities. 


C.F. M. 12-34 
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Vice Pres. Haight 
presides at parley 


The Foreign Department and Foreign 
Credit Interchange Bureau of the Na- 
tional Association of Credit Men co- 
operated with the National Foreign 
Trade Council in sponsoring the session 
on credit, collection and exchange prob- 
lems at the 21st Convention of the 
Council held in New York the early 
part of November. 

Mr. A. N. Gentes, Ass’t Manager of 
the Guaranty Trust Company of New 
York, made the address at this meeting, 
the title of his talk being ‘‘Foreign 
Credits To-day.” The balance of the 
meeting was devoted to a round-table 
discussion of pertinent questions facing 
export managers and export credit exec- 
utives. 

Mr. P. M. Haight, Sec’y-Treas. of the 
International General Electric Company 
and Vice President of the National As- 
sociation of Credit Men, was Chairman 
in charge of this meeting which had an 
attendance of approximately 300. 

Minutes of this meeting were taken 
and have been prepared in mimeo- 
gtaphed form and are available to any- 
one interested, at $1.00 per copy. Or- 
ders should be placed with Mr. Kenneth 
H. Campbell, Service Manager, Foreign 
Credit Interchange Bureau, One Park 
Avenue, New York. 


Bob—"Did you tell Don that I was a 
fool ?”’ 
Dutch—‘“No, I thought he knew it.” 


Teaching Willie Manners 
Little Willie—‘Pass me the butter.” 
Mother (reproachfully)—"“If what, 
Willie?” 
Little Willie—“If you can reach it.” 


Teacher—Give me a sentence using 
the word vicious. 

Little Johnnie—Oh, ye gods and lit- 
tle vicious. 


i 


(Cont. from page 18) increase the pres- 
ent market possibilities for bath towels 
by many hundreds of per cent, if ac- 
cepted by the public. 

Some of you may say that this chang- 
ing of the merchandise is the job of the 
producer. Maybe it is, but the retailer 
is closer to the people who buy mer- 
chandise than a manufacturer could ever 


Business 


showmanship 
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be. Therefore, I am quite sure that any 
and every intelligent manufacturer will 
welcome a new idea which will increase 
the salability of his goods. 

You will find this searching for new 
ways of presenting an old item a fas- 
cinating game and you will also find it 
a very remunerative one in the way of 
more sales and more profitable sales. 

Now let us turn for just a few min- 





utes to some examples of showmanship 
in the promotion division, ideas that 
have worked and will work again. Call 
them ballyhoo, or what you will, they 
represent showmanship of the kind the 
public likes, understands and rewards 
with dollars in the “till.” 

A mid-western store wished to intro- 
duce a new mattress. To prove its 
sound construction an unemployed steam 
roller was hired, a mattress placed in 
the street and the roller steamed back 
and forth over the mattress. A sales 
argument no words could make and it 
made sales. 

A department store salesman selling 
washing machines took a pointed lead 
pencil and passed it through the wringer 
—once, twice and three times, and then 
said to his prospective buyer, “this ma- 
chine can’t break the buttons on your 
husband’s shirts, can it?” He got the 
order and so many more he headed the 
list in sales. 

A southern store in hot, sticky 
weather, advertised its domestics on this 
line, “Particular people change their 
sheets every day,” and got results. 

A far western store resurrected an old 
stage coach and, with an appropriately 
dressed driver, used it to distribute ad- 
vertising for a sale. 

More illustrations of showmanship 
that succeeds are not necessary for my 
purpose. There are hundreds of them 
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we could quote. You will notice that 
most of these are not of the bombastic 
or sensational type. They merely serve 
to emphasize to possible purchasers the 
merchandise itself and the store from 
which the merchandise may be obtained. 

After all, in spite of codes, new deals, 
AAA's, CWA’s, PWA’s and all other 
‘‘A’s” human nature remains the same. 
People must eat, sleep and wear clothes 
outside of a nudist colony. Yes, and 
money or no money they'll get married 
and have babies in spite of Mrs. Sanger. 
All of which means that more and more 
merchandise will be bought and con- 
sumed. 

The general public will take care of 
the consumption. The amount bought 
depends largely upon business men and 
during these days of hectic living and 
uncertainty, the firnr which employs the 
most unusual selling methods, and par- 
ticularly the most intelligent showman- 
ship, is going to get the bulk of the 
business. 


Insuring Safety 
John—Teacher, can someone be pun- 
ished for something he didn’t do? 
Teacher—Why, no, of course not. 


John—Well, I haven’t done my 
arithmetic. 
Campaigns 


i 


for cash 


(Continued from page 17) 


the amount due, $ 

At the same time we wish you and 
your family a happy and bountiful 
Thanksgiving Day, and while it has 
been a trying year for all of us, surely 
we can find many things in it to be 
thankful for. 

Please authorize us to send the use- 
ful complimentary remembrance re- 
ferred to in the attached remittance 
form. 


The editors of Credit and Financial 
Management would be pleased to hear 
from other readers telling of their ex- 
periences with similar campaigns by 
letter to gather in the cash. 








Full-size reproduction of the 


10-carat gold key available 
to holders of Junior Certifi- 
cates of the National Insti- 
tute of Credit. 


Price $4.50, postpaid 


National Institute of Credit 


One Park Avenue New York 


Mrs. Smith—Why do you go to the 
front porch when I sing? Don’t you 
like to hear me? 

Mr. Smith—It isn’t that. I don’t 
want the neighbors to think I am beat- 
ing you. 


People may kick about riding in 
crowded street cars, but they stand 
for it. 


Price-fixing 

\ Possibilities 
(Cont. from page 15) by offering an ad- 
vertised trade-marked article at a low 
price they can inveigle the public into 
their stores, and fool them into thinking 
that all other articles are priced on the 
same cut-rate basis. 

It might even work out that if this 
resale price margin were accepted by the 
retailers, the retailer might be offered 
some protection against his own tendency 
of cutting his neighbor's throat, and 
having his own cut in return. However, 
I do not intend to go into a highly con- 
troversial subject because I do not really 
believe the subject is big enough, or im- 
portant enough to waste much discussion 
upon. 

To return to the general subject of 
price fixing, I do not believe any body 


of manufacturers are competent to ar- 
rive at a fair price by agreement for any 
article, any more than I believe that cen- 
tral planning by a committee of experts 
can direct production of the factories of 
any country to the satisfaction of any- 
one. 

The only way that price can be fixed 
satisfactorily is through the law of sup- 
ply and demand, and all the govern- 
ments and associations can possibly do is 
to endeavor to stop dishonest practices. 
There are enough dishonest practices, 
obviously dishonest, and against public 
interest, so that our surplus energies, if 
any, would be thoroughly used up in try- 
ing to overcome them. 

In this country I should suppose our 
greatest weakness was our inability to 
enforce law and order. Instead of an 
effort to enforce the really fundamental 
laws upon which every man agrees, we 
simply pass more and more laws, each 
time making it more difficult to enforce 
any of them. 

I sometimes think that while we re- 
peat publicly the truism, that two wrongs 
do not make a right, we fundamentally 
believe that one hundred or more wrongs 
will make a right. Natural laws we do 
not even trouble to understand. We 
would be much better off if we would 





undertake to understand the natural 
laws as developed in history. 

In this country we have not yet suc- 
ceeded in suppressing a very high mur- 
der rate. We have no reason to be 
proud of our judicial system, or our 
maintenance of law or order. We kill 
some 27,000 people on our roads a year 
by automobiles, and do not get very 
greatly excited over paying such a terrific 
price. 

Therefore, here again -we should tend 
to those matters which really need to be 
straightened out, namely, enforcing 
those laws which are already agreed to 
by at least 99% of the population, and 
stop trying to amend the natural law of 
economics, which, in the end will be in- 
exorably enforced whether we like it or 
not. 

In other words, why not try to en- 
force the laws which we have made, and 
which we agree to, rather than under- 
take the burden of trying to amend nat- 
ural laws, which amendment we would 
be far more incapable of enforcing than 
the laws we now have. When can we 
as a people learn from our previous mis- 
takes to avoid making similar ones in 
future, rather than blindly making more 
and more mistakes, and profiting not at 
all from past experiences? 
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Rates: Single, $3 up 


New York convenience 


CREDIT MEN 


A WARM WELCOME AWAITS YOU AT THE 


HOTEL WINTHROP 


Lexington Avenue at 47th Street 


For your personal comfort: The Winthrop offers you super-size rooms, baths 
and closet space . . . extra large windows make each apartment airy and light. 
A highly trained hotel staff gives you perfect service. The Restaurant serves 
delicious food and fine liquors at very low prices. There is also a make-you- 
welcome spirit at The Winthrop that you'll like! 


For your business comfort: The Winthrop is official headquar- 
ters for the National Association of Credit Men—convenient for 
after-office conferences: it is only five minutes from the main 
office at 1 Park Avenue—two minutes from Grand Central 
Terminal and not more than ten minutes from Times Square. 
This central location is a great time saver. 


Restaurant 
Luncheon 50¢ u Dinner 75¢ up 
Club Breakfast 25¢ up 
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Double, $4 up 
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UNIQUE in the WORLD 


This Difittrtet plan for 
WINTERTIME Vacation 


om dollars buy the biggest va- 
cation value at the Miami Biltmore, 
“Center of the Wintertime World.” No- 
where else is there so much “doing” . .a 
sensational full season’s schedule of 
daily things-to-do and _things-to-see. 
Offering more than comfort and ele- 
gance of living in America’s winter 
capital of play, this celebrated hotel 
provides a COMPLETE VACATION 
and all the facilities to enjoy it . . with 
privileges you'll not find anywhere else 
. . . such as guest membership in the 
three luxurious units of the Florida 
Year-Round Clubs . . . and transporta- 
tion by aerocar, autogiro or sea-sled to 
every point of interest, without addi- 
tional cost—which alone saves you as 
much as an ordinary hotel bill! 

@ Better than ever this year, the 
Miami Biltmore program of fun is 
something folks are writing home about 
—including the news correspondents. 
More national sports and social events! 
And an even greater variety of guest 
amusements than last year! 

@ Golfing interesi will again focus on 
the Miami Biltmore, golf’s winter 
headquarters . . with many tournaments 
scheduled, including golfdom’s richest 
prize, the Miami Biltmore $10,000 
Open. Guests have membership priv- 
ileges in the Miami Biltmore Country 
Club, adjoining the hotel. No other 
club has such an all-star pro staff .. . 
Olin Dutra, National Open champ! ... 
Paul Runyan, 1934 national professional 
title holder! . . . Louis Costello! ... 
Mike Brady! . . . and Ned Everhart! 
@ Weekly water carnivals bring the 
world’s best swimmers and divers 


to the hotel’s outdoor pools . . . an 
inspiring setting, with picturesque ter- 
races for lunching after your morning 
dip—and a sandy beach for sun-loafing. 
Guests have membership privileges also 
in the Roney Plaza Cabana Sun Club 
at Miami Beach. 

@ Key Largo Anglers Club, on the 
Florida “keys” . . . in the heart of the 
world’s best sport fishing grounds .. . 
is yours to enjoy when a Biltmore guest. 
@ For the equestrian fan — stables of 
spirited steppers or docile ponies, at 
nominal cost . . . thirty miles of bridle 
paths . . . horseback breakfasts, moon- 
light canters, treasure hunts . . . and 
a field for jumping. 

@ For the tennis enthusiast . . . fast, 
clay courts . . . dramatic tournaments 
. . . a professional coach. 


@ For the socialite . . . two popular 
society orchestras . . . nightly musical 
revues, with famous stars of stage and 
screen . . . bridge parties (including 
national tourneys) . . . musicales .. . 
tea dances . . . and a thousand happy 
diversions that will make your vacation 
at the Miami Biltmore the gayest ad- 
venture you've had in years! 

@ For the epicure ... the Miami 
Biltmore emphasizes excellence in cui- 
sine . . . with surprising innovations in 
service this year . . . both in the main 
dining room and the terrace restaurants. 
@ New amusements, which you’ve never 
before had an opportunity to indulge, 
supplement the Miami Biltmore’s major 
programs of play and relaxation .. . 
the most amazing vacation ever con- 
ceived. 


Write or Wire for Literature—Information—Reservations 


MIAMI BILTMORE 


CORAL GABLES, 


MIAMI, FLORIDA 
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Officially approved units as of November 1, 1934 


78 Adjustment Bureaus in Key Areas 


Ready to Serve Credit Executives 


Collection of past due accounts is the service 
for which the 78 Adjustment-Collection Bureaus 
affiliated with the National Association of Credit 
Men is perhaps best known. The volume of 
business handled by this branch of the service 
is growing monthly until it has in fact as well 
as in name reached a position where it is the 
Credit Executive’s Own Collection service. 


These 78 Bureaus are, in addition, rapidly 
gaining commanding leadership in the credit 
field for their operations in other lines of en- 
deavor, among which may be mentioned: 


Assignments 


State Receiverships 
Reorganizations 


Bankruptcy Cases 


Extensions Escrow Estates 
Rehabilitations Bulk Sales Transfers 
Liquidations Investigations 


Trust Mortgages Per Diem Trips 


The management of these 78 Bureaus in their 
several fields of endeavor is governed by the 
strict standards of the N.A.C.M. which provide 
among other regulations that (1) Trust Funds 
must be kept separate from other funds (2) Em- 
ployees handling money are bonded (3) Books 
and records are audited (4) Operations are 
supervised by N.A.C.M. 


Full information about the services of these 
Bureaus will be sent upon request. 


ADJUSTMENT-COLLECTION BUREAUS 
affiliated with 
National Association of Credit Men 
E. H. Lothian, Director 


One Park Avenue 


New York City 
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ORE than a decade before the the fast growing requirements of the 
achievement, in 1869, ofspanning insuring public. In four great conflag- 
\ the continent with steel rails, rations—Chicago in 1871, Boston in 1872, 
Royal-Liverpool Groupshadtrek- Baltimore in 1904, San Francisco in 
ked westward with the stalwarts who 1906-— these Companies promptly met 
dreamed and labored that posterity losses totaling more than $20,000,000. 
might benefit. The L.&L.&G.reached Altogether, under the many forms of 
the Pacific Coast in 1853, appointing an insurance written, the Royal - Liver- 
agency in San Francisco that year. In pool Groups have paid out well over 
1853, too, the Royal established its Pacific $700,000,000 to policyholders in this 
Coast Department. _— country. 


Since that time Royal-Liverpool 7A From coast to coast the Royal- 
Companies havespanned thecon- a — Liverpool Groups carry on today 
tinent with an agency organiza- HY —- with the same progressive spirit 
tion, field force and service office _ |! |= which inspired those who blazed 
facilities which have eT | ea the trail in the a of °49. 
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